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BULGARIA 


INDUSTRIAL ACTIVITY DURING JANUARY=JULY 1980 
Sofia LKONOMICHESKI ZHIVOT in Bulgarian 13 Aug 80 p 4 


[Article: “Industry of People's Republic of Bulgaria during January-July, 
1980") 


{Text} The plan on monetary return from industrial production for the 
j/-month period of the year was 99.7 percent fulfilled. tit was fulfilled 
as follows at some of the ministries: 


Ministry of Energy--102.2 percent, Ministry of Machine Building--102.1 per- 
cent, Ministry of Light Industry--102.1 percent, Ministry of Metallurgy 

and Mineral Resources--101.1 percent, Ministry of Electronics and Electrical 
Engineering--100.9 percent, Ministry of Chemical Industry--101.0 percent, 
Ministry of Internal Trade and Public Services--100.5 percent. 


In July the rate of production growth increased 6.2 percent, whereas in 

the 7-month period 4.6 percent more industrial production was realized over 
the same period of the past ,ear. 

The production of some basic commodities was: 


Jan-Jul 1980 








Output in in percent as to 
Products Measure Jul Jan-Jul Jan-Jul 1979 

Electric Power Mil. kW/h 2,484 20,004 106.5 
Coal Thous. tons 2,569 17,864 105.4 
Coke Briquets . ™ 9 806 109.6 
Rolled Ferrous Stock . 260 1, 766 101.6 
Hot Rolled Iron Sheets ° . 120 741 110.8 
Plastic Coated Iron . 

Sheets " * 1.3 9.3 120.4 


[Table continued on following page) 
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Output ih if percent ae to 
Products neacure ul = Jan=Jul Jan=Jul 1979 
Steel Tubes Thous, tone 20 140 103.4 
Kiectric Inatruments fhous, Unite 24 164 112.5 
Lathes Unite 43 5,328 14.6 
hieetric Telfers . 10,075 67,100 106,7 
Motor Trucks " 1,895 12,863 106.0 
Soda Ash Thous, tons i25 862 100.6 
Nitrogen Fertilizers ' 7 51 43) 111.9 
Polyethylene Foil 7 J 1,6 10,9 123.2 
Chemical Fibers and 
Silk 7 . 8.7 57.0 108.6 
Roofing Bricks and 
Shutters Thous. Unite 7,567 44,125 103.7 
Plywood and other 
Presswood Sheets Thous. cub. m, 25 181 106.2 
Paper Thous. tons 26 178 98.0 
Plate Glass Thous. 8q. ®. i, 395 15,127 96.8 
Household Glassware Thous. leva 1,598 14,999 117.0 
Ceramic Tiles Thous. Units 20,312 144,600 158.6 
Household Procelain Thous. leva 2,844 20,873 106.7 
Wool Fabrics Mil, m. 3.2 22 i 110.1 
Silk Fabrics "8 2.8 19.5 108.8 
Knit Outerwear Mil. Unite 3.3 23.4 110.7 
Meat Thous, tons 40,3 250.4 98.8 
Edible Vegetable 
Oils... 7 7 5.9 90.3 129.6 
Tobacco Products . . 4,2 44,3 103.3 
Committee on Unified System 
of Social Information 
Commentary 


Production grew in July at a higher rate than during the first 6 months of 
the year. It should be pointed out, however, that the production in July 








was smaller than in June, The July plan for commodity production was ful- 
filled 99,8 percent with 358 industrial branches not fulfilling thie indicator, 


The Ministry of Construction and Construction Materials, the Ministry of 
Forests and Forest Industry, the National Agro=Industrial Union and other 
organizations have been lagging behind i. the production plan for the January~ 
July period, Thies affected their total revenue and their allocation of means 
needed for their funds for the economic organizations and their branches, 


There was a drop in the production of some important products as sheet iron, 
phosphate fertilizers, automobile tires, Lathes, motor trucks, cement and 
others. 


According to the analysis of the reasons for nonfulfillment of the plan, the 
drop in production was caused mainly by not fully utilizing the production 
capacities as well as the labor force due to: 


==poor technical conditions of some of the machines and equipment and 
frequent stoppage of the production process caused by unexpected repairs; 


“irregular supply of raw and other materials and noncompliance with the 
contractual obligations concerning cooperative supplies; 


— poor labor organization, and violation of the labor and technological 
discipline, 


These shortcomings are most typical for the beginning of the month when in 
many enterprises work time is lightheartedly wasted without adhering to the 
production program, During the first 10 days of July, for example, the 
commodity production plan was fulfilled 95.3 percent whereas during the 

20 days period, only 92.8 percent. In many of the economic organizations 
and departments almost half of the monthly output is produced during the 
last 10 days; in July it reached 46 percent. Therefore, a better produc- 
tion rhythm continues to be the main factor for guaranteeing the fulfillment 
of the production plan and reaching the goals of industry. The production 
rhythm should be observed each workshift, each single day, week, and month. 


Furthermore, production agreements should be made to involve a shorter 
period of time as concerns the supplies for production which on its part 
will speed up fulfillment of the plan for transferring the monetary returns 
to industry. 


i010 
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BULGARIA 


SURVEY OF VARIETIES FOR HIGHER WHEAT YIELDS 
‘tia ZEMEDELSKO ZNAME in Bulgarian 29 Aug 80 p 2 


Article by Senior Scientific Asso iate Todor Rachineki, director of the 
wheat and Suntlower Institute in General Toshevo: "Optimum Wheat Strain 
Structure!" 


lext This year wheat production in Bulgaria marked a new considerable 
success. For the first time the average yield tor the country exceeded 
400 kilograms of grain per decare. Once again the leading okrugs ob- 
tained over 500 kilograms per decare while the best brigades, and masters 
in the production of grain crops reached yields in excess of 600 kilo- 
grams per decare. A general upsurge and a marked aspiration to go for- 
ward and upward in wheat production is visible. What is most important 
is that the results which were achieved have triggered new ambitions and 
searches in the area of mastering the fine points and deteils of the 
production process. 


Unquestionably, these successes are the result of the application of 
modern highly intensive growing cechnology, consistent with natural and 
agroecological conditions. They are the result of the extensive appli- 
cation of scientific knowledge, of a specific approach, greater experi- 
ence, and higher technological discipline and, not least, the exceptional 
care vith which our people are growing this crop. 


We must also properly acknowledge the importance of strains. 
The Most Important Biological Fertility Factor 


The effect of all agrotechnical measures and natural intluence factors 

is refracted through the quality of the strains. The more intensive 

wheat production becomes, and the higher our objectives are set in terms 
{f high yields, the more the production process becomes dependent on 

heredity characteristics and strain genotypes. It is universally acknow- 
ledged that the greatest reserves for increasing yields may be found in 

the biological improvement and increased variety of the strains. This 

is particularly important to our country in which the specific nature of 

natural conditions limits the effect of increasing the docage of the 

basic intensive factor--fertilizers. 














} ; ; 


\ great advantage of our wheat production ta ais bused mn the ftaet that 
ie 4 eing developed with a richer atrain structure, fedayv the ability 

use the positive qualities of the strains means ni niy Knowledge of 
how f raise the individual strain but also how to combine strains under 
specific soil, topographic, terrain, and production conditions, Each 
groindustrial complex, brigade, or production sector has microrayons 
with specific conditions considered suitable or less suitable in terms 
ft individual strains, 


That is why one of the important requirements of modern scientific and 
technical progress in wheat growing is the accurate and practical ly con- 
firmed microzoning of the strains. 


laims that we should "squeeze out" to a maximum the possibilities of a 
given etrain before looking for another one are not only unscientific 
but represent a hindrance to the utilization of the advantages of the 
most successful strain combination. These claims are dominated by the 
theory of the "ideal" strain, which could hardly ever be developed. 
They turn us back to the use of a single strain despite all its dis- 
advantages. They try to extend the monopoly use of a single strain even 
though other equally good or even better strains exist. Should we adopt 
such a strange structure for wheat we would be deprived of a considerable 
and scill insufficiently used possibility for further yield increases. 


We have an adequate and adequately tried selection of wheat strains whose 
genetic potential meets modern production requirements. We are raising 
about 20 strains. However, two are of leading significance: Sadovo 1, 
which is basic for southern Bulgarian, and Dobrudzha 1, for northern 
Bulgaria. In northern Bulgaria Dobrudzha 1 offers a substantial advan- 
tage because of its better resistance to diseases and its ecological 
plasticity. Currently this strain is displaying the best possible 
qualities for a mass type of wheat, with great stability and reliability 
of yields, equally displayed in both bad and good years. Under the con- 
ditions of southern Bulgaria, where wheat diseases are lesser, Sadovo 1 
is displaying very great resistance to drought and yield reliability. 
Naturally, the peak of the Balkan Mountains should not be considered the 
boundary dividing the areas where the two strains are raised. Results 
have indicated that Dobrudzha 1 has high yields also in Burgas, Sliven, 
Pazardzhik and Sofia okrugs, while Sadovo 1 gives high vields in Varna 
and Shumen okrugs. 


The Slavyanka strain is acquiring ever greater production significance. 
This is a high grade strong wheat with very good productive possibilities. 
Areas planted in this strain will be concentrated mainly in southern and 
northwestern Bulgaria. he tendency is to convert it into one of the 
basic strains used in these areas. The production of high quality grain, 
for the time being, will involve mainly the use of the Slavyanka strain. 
The most suitable areas for its use must be defined and suitable agr: 
technical and technological methods must be applied to boost the quality 














Producti intensitication calls tor broadening the areds short-stalk 
tive possibilities are higher. The Vrataa, Yubiley, 


miva and Uposta atraine have slreads passed their extensive indus- 


c 
trial tests and proved their high productivity. Yields in excess of 
507 kilograms per decare from such strains were obtained over large 
ir@as, urrentiyv, such wheats account for about 15 percent of the area 
in wheat. It would be expedient, however, to expand this area in the 
next tew yeat to $0835 percent. fhe Vratsa strain has shown extenatve 
ecological adaptability and the possibility to be used in all parts of 
the untry. It is particularly promising in the intensive wheat areas 
f sourthern Pulgaria. Yubilev hea prove fo De a strain yielding: 
stable high crops with noted advaniages compared with remaining strains 
in the case of moist and more disease-ridden wheat seasons. Trakiva is 
proving to be the proper strain tor dryer and warmer areas with rich 
tis. The great possibilities of the Ogosta strain are being confirmed 
in the area ot arbonate chernozems, alone the Danube and in the plains 
f northeastern and southeastern Bulgaria. 


he intensive short stalk strains do not have the great ecological 
plasticity of the Dobrudgha 1. However, it is mainly they that yield 
650-700 kilograms per decare, providing that strain agrotechnol ogy 
irements are strictly observed. 


Even though showing greater yield fluctuatiors, the early ripening Vega 
ind Zlatoklas strains offer us good possibiiities to advance the harvest 
season. Vega is more suitable for the plains with higher soil fertility, 
while Zlatoklas is better for slanted and eroded fields with less fertile 


* ile, 


The Kaliakra 2 strain has yielded very good results in the higher and 
cooler plateaus. Under similar conditions and with poorer soils, the 
ise of the Kiten strain offers very great possibilities. 


Phytosanitary considerations are prevailing to an ever greater extent in 
the selection of strains and in optimizing the wheat strain structure. 
This year's results as well have indicated that strains sensitive to the 
brown rust have had the lowest yields. Such yields were reduced by over 
100-150 kilograms of grain per decare. The Yubiley, Ogosta, Trakiya, 
Kiten, Charodeyka and Zlatna Dolina strains have shown high and stable 
resistance to this disease, while Dobrudzha | and yratsa have shown very 
good such resistance. The Sadovo 1, Trakiya, Yubiley, and Ogosta have 
proved to be very resistant to the yellow rust, while the new Kubrat 1, 
Tervel and Terter strains have shown very good resistance to the black 


rust. 

















The Yubileyv, Vratea, TrakivVa and Vsaredeyka strains are the Most resis 

tant to tlattening and suitavi, ten aititudes, Bezgostava |, Sadovo |i, 
Slavvanka, Yubiley, Trakiva and Vega are the most resistant to frosts, 
Slavyanka, Ludogorka, Ogosta and Vratea are highly resistant to grain 
Casting. 


thanks to intensive and purposetul select ion-improvement work with wheat, 
ur strain structure is becoming steadily richer and better. A new in- 
crease has been achieved in the production potential of the strains. The 
Charodeyka strain, with a potential of over 800 kilograms of grain pet 
decare, is already being rapidly used. 


Determining the best strain structure of wheat is an important and 
exceptionally responsible problem. Its solution cannot be accomplished 
by passing decrees, or through indifference or subjective ideas. The 
best strain structure will be achieved by those who are steadily search- 
ing and expe imenting with new developments, who acquire personal 
experience and impressions, who study strains under specific conditions, 
and who are best informed of their qualities. Let us sow the best 
strains and let us develop for each strain the best possible conditions 
so that it could yield its highest output. It is with such increased 
exactingness that we must enter the Eighth Five-Year Plan in order to 
conquer new peaks in the production of more wheat grain. 


\ SO: 22 " 














CZECHOSLOVAKIA 


INDUSTRIES ADAPTING 'MEASURES' TO LOCAL CONDITIONS 
Prague HOSPODARSKE NOVINY in Czech 8 Aug 80 p 3 


[Article by Eng Vaclav Filip, employee of the Secretariat of the Govern- 
mental Committee for Problems of Planned Management of the National Economy: 
"Set of Measures: Its Applications in Industrial Branches--Upgrading the 
Planned Management System") 


[Text] Specification, discussion and endorsement of the applicar 

basic indicators of the plan and other tools of management accor ig tv 

the conditions in individual branches of our industry have repre ed an 
important stage in works connected with planning and implementat.. / che 
Set of Measures for Improving the Planned Management System of the National 
Economy after 1980. Ome of the basic principles in the planned management 
system has been applied: namely, a diversified approach to individual 
branches and sectors of industry. 


Applications to conditions in individual branches are necessary because the 
Set of Measures was planned mainly for industry and does not reflect the 
specific characteristics of the nonindustrial branches, as well as of cer- 
tain industrial bra\:ches, particularly basic production (the type of tech- 
rology, natural conu.tions, concentration of production and management, 
seasonal character of operations, biological conditions, foreign relations, 
ecc.). At present central organs are preparing specifications for the Set 
of Measures to be applied in the management system of their ministries. 


In the first place, contradictory and divergent demands hac to be eliminated 
from proporals presented for specific solutions, and solutions with equal 
validity f r various branches had to be selected from such proposals. 


General Standards 


Organizations of the same type (industrial, construction, scientific research 
centers, marketing, etc.) will follow identical regulations irrespective of 
the ministry of VHJ [economic production unit] in which they are organiza- 
tionally incorporated. 








Me eales Value ladicater for consumption in production will be appiled 

etep by step, afd serve at firet fer oflentation, in agreement with the 
State Pianning Commission, ‘lt has become evident that the plan thus far 

hae Hot created preconditions for the determination of this indicator; if 
intfeduced, thie indicator could even negate to some extent the interest 

in feducing Material consumption in preduction, Thus, in the neat stage of 
the solution of this preblem, attention @uat be focused on mandatory material 
indicators in order te guarantee supplies for consumption in production, 


laske re'ated to deliveries fer capital investment, broken down according te 
selected sectors, will be determined gradually, according (o agreements 
between branch @inistries and the State Planning Commission, which will 
gtadually create the preconditions and foundations fer the plan. 


Mandatory technical economic parameters will be stipulated in all ministries 
om individual management levels as — part of assigning each task of the 
technical development and ite implementation, taske in planning, etc, 


A celling of 2 percent of wages payable is valid for allocations to the 
fund for cultural and social needs, with the provision that another quota 
of up te 0.4 percent may be allocated from preferential pricing of techni- 
cally advanced goods, first-quality products, and fashion and luxury goods. 
if the type of production or of the activity of the VA) excludes preferential 
pricing, another indicator characteristic for conspicuously improved quality 
of work or efficiency may be adopted by agreement. Another contribution of 
0.4 percent (i.e., up to 2.8 percent) say be allocated only pursuant to the 
regulations applicable for export incentives. The opportunity to achieve 
the 2.6 percent ceiling is open exclusively to the exporting VAJ and sti- 
pulated intentionally so as to give priority to foreign trade. 


The fund for development will be established in nonindustrial organizations, 
if the organization in question participates to 4 significant degree in 
industrial, construction or repair program (this principle does not apply 
to organizations managed by national committees, because ae a rule, the 
fund for development will not be organized in that economy in view of the 
general planning and financial attitudes toward the national committees as 
a whole). 


Peculiarities of the Industry 


Ae for the adaptation of the Set of Measures to the conditions in individual 
ministries, | present here only the most important applications in individual 
central organs and in the economy managed by national committees. 


In the branch of fuels and power engineering, the applications respect the 
idiosyncrases of natural conditions, the limited resources of raw aaterials, 
the deteriorating mining conditions, the impossibility of storing electric 
power, and also 4 high share of the labor value added. in the production 
and sales areas, unlike in other indistrial branches, the plan will not 








atipuiate the task of the share Of CechMiologically highly advanced products, 
The growth of per ke prices will be stipulated te a limited extent, The 
celling fer the number of workers May be exceeded in cases Of hifing per 
sone with altered work capacities, 


The main component of wage funde will be set absolutely Sy the Vi. ane, 
unlike in general solution, it will net be reduced in case of nenfulfiil- 
ment of production goale, The incentive component of wage funds in the 
preJuction of fuels will net depend on the profitability of the geane of 
production, but created according to transferred natural unite, in power 
and g48 generation the correlation with the profitability of the seane of 
production te replaced by the indicator designating efficiency and quality 
(for instance, specific fuel consumption per kilowatt). The conditions for 
the achievement of the ebove-plan incentive wage component are then selected 
eo that the interest in the materiel volume of production will be comple- 
mented by efficiency--which, in case of fuels, meane 4 selected indicator 
(for example, costes required), and in power engineering, for inetance, avail- 
able capacity. 


Diverse natural conditions call for redistribution of profite by the ginisetry. 
The development fund will be establiqhed in organizations where such oppor~ 
tunities exist in term of production of their own financial resources, 

i.e., primarily in gachine engineering and assembly enterprises, Centrali- 
sation of credit relations in the Vil for subordinate enterprises will 

depend on the extent of centralization in capital investment, supply, and 
other areas of management, which will be stipulated in statutes and regula- 
tions valid within that particular VAJ, 


in organizations of the Federal Ministry of Metallurgy and Heavy Engineering, 
General Engineering and Electric Industry, the deviations from the Set of 
Measures are minor. Partial epecifice are respected in machine engineer ing 
organizations with higher supplier functions and in marketing and supply 
organizations where a risk fund may be established to cover certain gultiple 
costes. 


in ferrous getallurgy the incentive wage component will be created dif- 
ferentiy; it will be determined by cost requirements inetead of profitabii- 
ity of means of production, and furthermore, the qualifying indicator of 
sales structure will be replaced by etructure of production in saterial 
waite (coke and pig iron). in engineering metallurgy it is exceptionally 
permitted to stipulate the limit for external rejects in order to determine 
the extent of inierior products. in the Ore Mines and Magnesite Works Vi), 
certain deviations will be in effect (for example, profits instead of 
profitability of geans of production, the basic component of wages payabie 
absolutely unrelated to outputs, analegically as in fuels). in planning 
and implementation, the Set of Measures will be further adjusted so as to 
control price limite and to stipulate the increase of per kg prices and 

the opportunity to exceed the limite imposed on the number of workers by 
hiring persone whose ability to work has changed. 











A eOfgahi#atione Of the cheBieas afd CORhe wEpPliaon ifeustiies ae apectiic 


HevViaetivhia heve been ap preves . 
Ad }uet@ent ifn Other Branches 


in construction industry the Bet of Measures wi.l be applied anaiogicaily 
ae ifn induetry, with adjustments reflecting the type of operations in the 
‘onstruction industry, whieh differ (rom industrial production, This 
jeads to frequent changes in the organisation of work, and to 4 sore 
pronounced fole for tranepertation in the construction industry, Aise, 
profitability of preduetion thue far and the finanetal base of the organi-~ 
satione themeelves are taken inte consideration, Profitebiiity of eperating 
aseete (after modification by ciearing the wifinished construction produc~ 
tion), profitability ef faetere ef production (to be tested in selected 
Vi of construction @ateriais), and profitability of coste will be applied 
as sulmary indicators expre .o@ the overall activity of the organizations, 
in addition, the questions cencerming the establishment of the developmen: 
fund and concerning the so-calie¢ “debt removal” of construction organiza- 
tions on the basie of submitted quantificatione are «till under discussion. 


in forest and water economy ite specific character will be applied in 
several directions. in view of the scope and character of capital invest- 
ment, the development fund will net be established here. The output in 
theese branches is expressed by the so-called planning prices (in forest 
economy, value added; in water economy, outputs) which will comprehensively 
affect the operation of those organizations. Furthermore, outputs in 
planning prices will then serve as the base for the control of the basic 
wage factor, 


in forest economy profitability of the operating {actors will be applied 
in Liew of profitability of operating assets; in correlation with this 
adjustment, the incentive wage component is then linked with the adjusted 
indicator of factors of production (instead of profits, the volume of 
value added will be applied in planning prices). in water economy the 
basic wage component will be controlled by total outputs with regard to 
the lowest possible material consumption. 


in transportation and communicetions the distinct character of operations-~ 
satisfaction of the needs in other branches--is respected; reduced capa~ 
cities here (in transportation) may gean 4 social contribution, so long as 
the demands of the transport workers are met. Moreover, the fact is taken 
into consideration that the production of the utility value of goods is 
completed in freight transport. However, no saterial utility value is 
cfeated there. 


in output plans the indicators expressing specific aspects of transportation 
and communications services are applied, and the indicator of profitability 
of operating assets has been replaced by profitability of costs. 











in state agricultural ofganigzations specific watural conditions and the 
effect of biological laws on preduction are taken inte consideration, The 
indicator of tetal outputs is fetained in view of the time factor of 
investments in the land and of the seasonal character of agricultural 
operations, At the same time, however, the awitch to the unite of manpower 
consumption of some other appropriate indicater (for evaluation as well 

as for wage control) will be experimentally tested in 1981-1982, 


Profite whieh will constitute the basic indicator of the financial plan 
wi.) serve ae 4 basie for the creation of the incentive wage component, 
hy the same token, the principle was adopted that the results achieved by 
agticultural organisations will be adjusted on a nonaccount basis by the 
effect of abnormal weather conditions, The development fund will not be 
established here, profite may be redistributed within the ministry. 


in the food industry the indicator of value added and profitability of 
operating assets (or factors of production in seasonal production) will 

be applied, Naturally, they will be godified eo that, for the purposes 

of evaluation of plan fulfillment and for wage control, the indicators 

will be adjusted by the effect of nondeliveries of agricultural raw 
materials and of contro] measures on the part of governmental authorities. 
When converting the amount of supplies for the purposes of profitability 

of operating aseete and of their turnover rate, the seasonal character of 
the branches of food induetry will be taken into consideration, and supplies 
of a seasonal type will be excluded. Specific objective taske of the plan 
will replace the qualifying indicator of the marketing structure for above- 
plan wage resources. 


Rather than the value added, the basic component of wages payable in 
railroads will depend on operational outputs assessed by constant labor 
costs, and in civilian air transportation and in water transportation by 
the share of receipts. The incentive wage component will depend on 4 
suitable qualitative indicator other than profitability of operational 
assets (for instance, profitability of costes and exploitation of the 
rolling stock and engines). 


The development fund will not be established in either branch; investments 
will be stipulated as directives in the plan. Profits may be redistributed 
on the level of the ministries, with regard to the financial situation of 
the organizations. 


in domestic trade, i.e., in the branch serving to circulate the goods, 
retail turnover remains the basic indicator characterizing the operation 
of the organizations, although the negative aspects of its effect as a 
volume indicator are well-known. it has been retained because no other 
solution is available. The task of studying potential alternatives for 
evaluation of the fulfillment of the plan and wage control, other than 
retail turnover (for instance, the trade span), before the end of this 
year has been assigned to appropriate organs. 














hretite and the share of total coate will be applied instead of prefitabil- 
ity of operational assets, the development fund will net be created, and 
aii invest@ente will be financed from the construction fund, 


in forela@n trade organizations the genepoly of foreign trade is respected 
and turthermore, @ syetem of toole that has been introduced will affect 

the volume of exports and imports and their structure, as well as thelr 
efficieney, For that purpose, planning of exports hae been intensified 

in entries in the state plan, and specific investment unite will constitute 
ite part. Protite and the share of tetal costes in outputs (without direct 
foreign trade costs) will be applied in lieu of the mandatory indicator of 
profitability of operating assets, 


basic wages payable will oot be regulated by value added, but determined 
absolutely, without any reduction, on the basis of actual outputs. The 
incentive wage component depends on actual exports in prices quoted; the 
achievement of an above-plan inceative component will depend on the achieve- 
ment of the differential indleator atipulated in the plan for the socialist 
countries and for the nonsoctaliet countries. Redistribution of profits on 
the level of the @inistry is permitted. The development fund will not be 
established in foreign trade organirations, and the volume of investments 
will be determined in a detailed breakdawn of the plan. 


in health services the Set of Measures will be applied according to each 
individual organization. In organization of production the type of medical 
production ie respected first of all by the stipulation of mandatory 
deliveries of supplies for health services; furthermore, in the interest of 
health care, a reserve fund will be used to balance economic shorttalls, 

if any, stemming from the regulated production. in organizations managing 
spas and mineral springs, and in services supplying health care organiza- 
tions, certain toole of management will be adjusted. For instance, the 
development of the incentive wage factor will be stipulated in relation to 
the development of profits, etc. 


Specifics of National Committees 


An economy managed by national committees is specific in its differentia- 
tion, the extent of its services to the population, its diversity and its 
narrower technical-production base. As a rule, general principles of the 
Set of Measures are applied here with the deviations states below. Indi- 
cators of the plan are adjusted according to the appropriate operations in 
individua) branches. 


The regulation of the basic factor in wages payable will deviate from 
the adjusted value added only in case of restaurants and dining services 
(correlation with retail turnover, however, the criterion for testing 
another indicator, applies in the same way as in the case of domestic 
trade), water economy (outputs in planned prices), in the KNIHA [Book] 
enterprise (indicator of sales of goods), in local industry and communal 
services (labor and service indicator). 














The ineeative wage component is determined on the basis of profitability 

of tetal costes, except for municipal masse transportation (on the basia of 
losses), for restaurants and dining services, the KNIHA national enter= 
prise, and the Coal Storage enterprise (economic results), water economy 
(coate of materials), and the CSAO [Czechoslovak Automobile Repair Shops), 
local construction, bakeries and confectioneries (usually profitability ot 
operational assets). The development fund will not be introduced in enter- 
prises managed by national committees. The supply turnover rate will be 
differentiated, and the enterprises will pay the contributions to the 
state budget. 





Unlike the situation in centrally managed branches (with some exceptions, 
for example, the Transport Enterprises VJ in Prague), the enterprise is 
regarded as the basic unit, 


Furthermore, some unification will apply in the economic and legal form 

of the kraj organizations for the development of technology in local 
economy and of engineering investment organizations, which will be organized 
individually as administration of health and cultural organizations. 


The application of the Set of Measures has been adopted in other national 
economic branches as well, for instance, in planning and engineering 
organizations, in organizations of the scientific research base, and in 
geological, educational and cultural organizations. 


The above-stated application, approved for whole branches by the Govern- 
mental Committee for the Problems of Planned Management of the National 
Economy, do noc fully exhaust every opportunity for the adaptation of the 
Set of Measures. The Set of Measures also allows partial adjustments in 
individual regulations which may be applied in individual VAJ's so long as 
their character justifies them. For instance, in economic production units 
an indicator other than adjusted value added may be introduced, if it can 
better express the effect of labor value added. Analogically, prof itabil- 
ity of operational assets may be replaced by another indicator that 
expresses better the efficiency of work for the society. The Set of 
Measures allows for partial adjustments of specific demands also in other 
areas. 
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|Text) At the present time increased attention is being paid to finding 
ways to improve the Czechoslovak economy's management rystem. By so do- 
ing economiate are fulfilling the tasks set for them in this area by the 
15th Congress of the CPC7Z. In addition to efforts aimed at coming up 
with improved planning procedures, since these are the primary methods, 
used in the management of a socialist economy, a great deal of attention 
is also being paid to improving and increasing the effectiveness of in- 
direct economic management methods. At the 15th Congress of the CPCZ 
Comrade Gustav Husak made the following statement: "We are linking the 
drive to improve the quality of management work with the demand calling 
for the more effective utilization of financial, price and wage planning 
levers. In line with the goals of the plan and in conjunction with the 
fulfiilment of eybetentive tasks the role of these planning levers needs 
to be expanced.” 


A number of specific results were already achieved in the past in connec- 
tion with the drive to solve the problem of finding ways to improve the 
management system of the Czechoslovak economy. A comprehensive experi- 
ment of efficiency and quality management, one of the key programs of the 
planned management system of the past few years, was devised and put into 
practice. In accordance with the rules of this experiment the effective- 
ness of the economic levers of indirect management is being enhanced. In 
1977 the impact of economic planning levers in the area of financial man- 
agement wae also bolstered and upgraded through the passage of legislation 
that introduced modifications into the system of levies and taxes paid by 
economic organizations into the state budget and the national committees 
budget, legislation which went into effect on 1 January 1978.2 





These taxation law amendments are a direct result of the restructuring of 
wholesale prices on 1 January 1977 and mark the culmination of readjust- 
ments of financial management instruments used for the Sixth Five-Year 
Plan. 











hese trends, which are clearly visible in the process encompassing the 
refinement of the Management system of our socialist economy, are the 
focal point of thie article; in thie article we will be discussing certain 
Aspects of financial management at the branch-miniatry level, 


Financial Policy as a Management Too! 


One of the important tools used by the branch minietry to carry out ites 
economic management functions vis-a-vis subordinate economic organizations 
(primarily ViJe) is ite financial policy which is defined most concretely 
in the system employed for the formation and utilization of so-called min- 
istry funde and in the syatem used to redistribute financial resources, 


The existence of funds at the branch-ministry level and, moat importantly, 
the system used for the redistribution of financial resources has ite 
progressive aspects, but, at the same time, thie arrangement also poses 
certain theoretical and practical problems. 


The financial resources redistribution system is a very effective tool 

for managing the formation and spending of financial resources at any man- 
agement level, But at the same time, speaking from a theoretical stand- 
point, there is something about this arrangement which in a system of man- 
agement controls points to the existence of imbalanced financial relations, 
with all of the drawbacks inherent in these relations. 


However, the redistribution system is above all a management tool. And 
as with any tool its effectiveness ‘s primarily a function of the way 
in which it is used. If redistritwtion is used to balance out the uneven 
economic performance records of various organizations without bothering 
to analyze the causes of these discrepancies, then this tool is in fact 
being wielded in a manner that contradicts the principles of khozraschet 
management and, in the final analysis, diminishes the effectiveness of 
the management system as a whole. 


On the other hand, if the redistribution . ‘stem is used by managers in 
an active way, i.e., in conformity with the goals of the system as a 
whole, then this concept goes a long way toward limiting conflicts with 
the principles of khozraschet management and turns out to be an active 
lever of economic control in the management system. This concept of re- 
distribution is intluenced in a major way by certain factors, i.e., 
primarily by: 


--the ways in which funds are generated for redistribution and the rules 
governing their allocation; 


--the determination of the order by which financial resources are allo- 
cated for redistribution (profits, depreciation allowances) in organi- 
zations that generate funds for redistribution; 











the determination of the amounte of funda slated tor rediatribution; 
the determination of the areas in which thease resources will be used, 


it goes without saying that at individual levels of management these 
factore will play different roles (in terme of redistribution within 
the miniatry framework, redietribution within the VHJ framework, and 
a0 On), 


In this article we will be talking about the problems associated with the 
generation of financial resources, and in order to illustrate these prob- 
lems we will be analyzing concrete empirical data for individual ViJe in 
the jurtediction of the Federal Ministry of Ceneral Engineering and for the 
minietry as a whole covering the period 1976-1978, Based on our analysis 
of these figures, we will accempt to come up with some conclusions and 
recommendations which might help to make the utilization of the financial 
levers of economic management in the engineering industry more efficient.’ 
ve will use the volume of financial resources and the structural break- 
down of their formation and allocation as a point of departure for out 
asseceament of the importance and effectiveness of the use of economic 
management levers in the area of branch-ministry finance policy. 


The volume of financial resources generated by the Federal Ministry of 
General Engineering [FMVS) during the period 1976-1978 is shown in 
lable 1 below. 


lable 1 was compiled in a way that enables us to break down total 
revenue funds into funds received from the national budget, the VJs 

and directly managed enterprises and concerns, and within this framework 
the table also shows the breakdown for types of revenues. 


In a certain sense and by way of analogy we can regurd the funding received 
from the national budget as “outside” funds and the other two categories 
of funds as “internal” resources. 


lable 1 shows that most of the furds available to the FMVS come from 
internal sources (the actual ratio for 1976 being 71.5 percent, 78.6 
percent in 1977 and 25.6 or 91.9 percent 4 in 1978), which goes to show 
that this branch ministry has a solid foundation on which to conduct its 
own active financial policy. 


The other tables reproduced below show how these funds were allocated 
and are therefore a concrete reflection of this policy. 


Of the three most important spending categories (i.e., profit-margin 
subsidies, working capital subsidies and capital investment subsidies) 
it is mainly the last two that reflect the specific planning agels of 
the branch ministry and are indicative of its managerial role. 
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fable |, Revenues of the FMVS During the Period 1976-1978 by Types 
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a) In the Czechoslovak economy concerns are in fact a type of 
VJ, but they are considered to be separate institutions 
for statistical purposes and we are taking this distinction 
into account in this article. 

b) The high percentage figures for national budget appropria- 
tions during 1978 are the result of the granting of special 
government appropriations to be used as interim loans in 
1977 that were recorded in financial statements for 1978. 
The fact that these special appropriations were made is a 
highly unusual case. If we subtract from national budget 
appropriations the amount granted in the form of interim 
credits, the percentage of revenues coming from this source 
is reduced to 8.1 percent. 


Key: 

(1) National budget appropriations (7) national budget 

(2) profit taxes (8) estimate 

(3) other profit levies (9) actual 

(4) levies chargeable to funds (10) VJ 

(5S) depreciation taxes (11) enterprises managed directly 
(6) period by the FMVS and concerns® 





| absoiute terme the biggest spending category (see Table 2) covers capi- 
tal investment subsidies; during the J-year periodiunder review the ratio 
of capital investment subsidies to total spending tose steadily, i.e., 
13,8 percent in 1976, 59,6 percent in 1977 and 81.7 percent in 1978, 


fable 2. The Breakdown of Funding Appropriationa Within the FMVS 


(in percent) 
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Key: 
(1) taxes payable to the national (7) national budget 
hudget (8) target 
(2) profit margin subsidies (9) actual 
(3) capital investment subsidies (10) VHJs 
(4) working capital subsidies (11) enterprises managed directly 
(5) miscellaneous earmarked by the FMVS and concerns 
funding categories (12) total 
(6) period 





Redistribution of Branch-Ministry Financial Resources Among VHJs as an 
Integral Part of the Funding of VHJs 


The financial resources of a branch ministry (in our case the FMVS) which 
are drawn upon by that ministry as a means of conducting its financial 
policy in relation to its subordinate enterprises still account for only 
a portion of the total funds that are used to influence the financial 
position of the VHJs. 


The VHJs receive funds not only from their superior organ (branch minis- 
try), but also directly from the national budget, and most of their fund- 
ing comes from the latter source as is shown in Table 3 below. 
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lable 3, Subsidies Granted to VJs (in percent) 























(2) ae stataie rospeortu (5) ePMVe — (6) eolker 

WHOM (Ty pan (adrutednont (3) pian (Gpuutecnont % youtetnoet 
1974 74,2 76.0 248 11 100.0 100.0 
1917 230 76.1 14,0 249 1000 1000 
1978 29 424 es ee 464 100,0 100.0 

Key: 

(1) period (4) actual 

(2) national budget subsidies (5) FMVS subsidies 

(3) planned (6) total 


At the same time, however, Table 3 documents the increasing contribution 
of the branch ministry to the total funding of the VJs during the period 
1976-1978. The size of this contribution has increased sharply especially 
in 1978. Nevertheless, the appropriations paid out to the VHJs by the 
FMVS are still smaller than the appropriations from the national budget. 


At this point several questions naturally come to mind. Namely, is this 
an ideal situation in terms of the apportionment of the management work- 
load in the managerial hierarchy of the Czechoslovak economy? What were 
and what are the reasons for this funding pattern? Is it a good idea to 
keep doing things this way, or would it be advisable to act on proposals 
calling for the modification of this system? 


A long-range, specialized study in the area of economic theory and prac- 
tice will have to be completed before we can come up with a thorough 
answer to these questions. And it may be that even then the answers will 
be inconclusive, rather they may have to be qualified by taking into 
account the then prevailing level of development of productive forces 
and relations at the then given stage of our socialist economy. 


Nevertheless, we will try to provide some answers to these questions. In 
the first place we will have to make a more thorough analysis of the afore- 
mentioned statistics before we can come up with any answers to these ques- 
tions. Accordingly, we will focus our attention on the trends revealed in 
the way these funds are allocated to the VHJs, trends which are illustrated 
by Table 4 below. 


An examination of Table 4 reveals thut the largest appropriations of funds 
to the VHJs during the period under review were intended to be used for 
capital construction purposes, i.e., 64.2 percent of total appropriations 
during 1976, 67.4 percent in 1977, and 83.8 percent in 1978, while the 
average for the whole period was 71.8 percent. We have included the 
categories listed under items a), d) and h) in the figure for total 
capital investment subsidies. 




















Table 4, A Survey of Subsidies Granted to ViJa in Individual Years 
Ranked According to their Average Amounts (in percent)@ 
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a) This table was compiled on the basis of the exact figures for appro- 
priations from the national budget and from the FMVS to VHJs and their 
subordinate enterprises during the period 1976-1978. 





b) VHJs reporc all capital investment subsidies, including both those 
received from the national budget and those received from the FMVS, with 
the exception of capital investment subsidies received from state reve- 
nues and from the sectoral and ministerial account for the redistribution 
of depreciation allowances. 


c) VJs submit figures on the fixed limit of funds received for the reim- 
bursement of invoices recording the fulfillment of tasks provided for 
under the terms of the state or ministry plans covering research and 
development work and also figures on the actual reimbursements received 
and chargeable to these fixed limits. The plan target figures cited here 
refer to the financial plan. 


d) This refers to capital investment subsidies received from the sectoral 
or ministry capital construction fund and from the ministry account for 
the redistribution of depreciation allowances. 


e) This refers to capital investment subsidies received from state reve- 
nues, subsidies which do not fi' into the above categories a) and e) and 
for which separate provisions are made in the financial plan. 


f) This refers to subsidies received for the fulfillment of en-erprise 
and sectoral research and developmes: rr -iects and for the support of 
the activities of research and development organizations or offices. 
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[key to Table 4] 


(1) capital investment subsidies”? 

(2) fixed=limit funds for spending on research and development projects”? 

(3) miaellaneous profit margin subsidies 4 

(4) capital investment subsidies derived from redistribution 

(5) miscellaneous revenue subsidies 

(6) subsidies for supplemental payments into the revolving fund 

(7) financial aid related to the procurement of materials , 

(8) capital investment subsidies derived from state revenues” 

(9) subsidies for the reimbursement of planned losses 

(10) miscellaneous earmarke’ funding requirements 

(11) subsidies for miscellaneous working capital requirements 

(12) subsidies granted in support of the fulfillment of onterprise 
and sectoral research and development projects!) 

(13) subsidies derived from both redistribution and stute revenue 
accounts 

(14) wage .und subsidies 

(15) Red Banner subsidies 

(16) planned 

(17) actual 

(18) 3-year average 





Another large share of these appropriations was supposed to be spent on 
scientific and technological research and development work in support of 
the fulfillment of tasks assigned by state or sectoral authorities, i.e., 
12.8 percent in 1976, 15.6 percent in 1977 and 11.4 percent in 1978, 
whereas the planned ratio for the latter year was 17.8 percent. These 
percentages represent the sum total of appropriations under items b) and 
e). 


Miscellaneous profit margin subsidies (item c) accounted for 12.1 percent 

of total appropriations to VHJs in 1976, 5.4 percent in 1977 and only 2.3 

percent in 1978. On the average these 3 categories of subsidies accounted 
for 91.2 percent of all appropriations made during this period. 


The structural breakdown of the subsidies granted to the VHJs is a reflec- 
tion of the varying degrees to which the management of individual areas 
has been centralized. Ina socialist economy central organs are most 
concerned about the management of capital spending and technological 
development. 


These areas of economic activity have always been a prime concern of our 
highest ranking state and party organs. In this connection it is also 
interesting to analyze the priorities assigned to the appropriation of 
funds to VHJs from the branch ministry and from the national budget. 








Nie ahalyele has shown that subsidies paid for out of the national 
budget afte com -entfated @eetly on the funding of capital construction, 
Meee subsidies afe covered by the ¢ item liated if lable *, 1.@., 
capital inveatrent eubsidies and capital investment subsidies derived 
(fom state revenues, which in 1976 amounted to 71.0 percent, in 1977 to 
5.) percent and in 1978 to 80.4 percent of tetal subsidies paid for out 
of the national budget, 


if we evaluate the structure of these funde, we will find that they were 
supposed to be used for two Main purposes, {.e., for capital construction 
and a6 ®iscellaneous subsidies to funde for redistribution within Vis, 
in percentage terme these appropriations can be described as follows (see 
Table 5) (the eum total for all subsidies = 100 percent): 
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(1) capital investment subsidies (3) planned 
(2) miscellaneous profit margin (4) actual 
subsidies 


The figures given in Table 5 clearly show that there was 4 positive trend 
toward a decline in the share of miscellaneous profit margin subsidies 
during the period 1976-1978, 


An analysis of the individual subsidy categories aleo produces some inter- 
esting findings. On the basis of this analysis it is possible to reach 
some indirect conclusions as to the focal point of the branch ministry's 
work in this area, 


Table 5 showe that most subsidies received from the national budget are 
concentrated in the capital investment area. in terms of absolute amounts 
the capital investment subsidies paid for out of the national budget dur- 
ing the years 1976 and 1977 were 6 times greater than the same kinds of 
subsidies paid for with FMVS appropriations. It was not until 1978 that 
the capital im estment subsidies paid for out of the national budget and 
out of the budget of the PMVS proved to be more or less equal. Considered 
solely from this standpoint, this would mean that either a majority of 
these capital spending projects exceed the bounds of the ministry's juris- 
diction of that the ministry's involvement in this area is sinimal. Is 
this a desirable situation’? After all, the Federal Ministry of Finance 
(PF) and the PMVS are both central agencies which are charged with the 














respoeibility of Pprometing the fulfillment of genefal public feeds and 
uniform government policies, A branch @inistry's overal! responsibility 
for promoting the development of the industries in ite jurisdiction should 
aiso efcompase the exercise of control over capital investment policy, 
ineluding centrol over the expenditure of funde allocated for the purpose 
of implementing thie policy, 


We ‘el'eve that the distinctions tade with fegard to the sethoeds used to 
finance -apital construction should not be viewed in strictly procedural 
tore, rather it is important that we should aleo acknowledge divisions 
of authority and responsibility among branch ®inistries and central agen- 
cles with economy-wide jurisdictions, it would seem that in recent years 
(witnese the figures quoted above) some initial stepe have been taken 
toward putting this principle into practice, 


The subsidies allocated by the FMVS to the Ve in ite jurisdiction are 
coneentrated in two main categories, i.e., capital investment subsidies 
and miscellaneous profit margin subsidies, 


We have already discussed subsidies for capital investments. The other 
category of subsidies actually represents a kind of “balancing” mechanies 
used by the superior organ on behalf of ite subordinate organizations. 
These subsidies ate supposal to compensate subordinate organizations for 
lost profite, loeses which are the result of decisions made by higher 
authorities. These losses are in the interest of the ministry as 4 whole, 
but in the short run they may have an adverse impact on the profitability 
of eubordinate VJs. 


Under no circumstances should these subsidies be used solely in order to 
place poorly managed and well-managed ViJe on an equal footing. In our 
view the branch ministry should have complete control over the allocation 
of these subsidies. Sut in 1976 the national budget played a rather major 
role in the allocation of these subsidies, i.e., in that year subsidies 
financed out of the national budget accounted for 61.8 percent of ail sub- 
sidies allocated by the FMVS, Even though it is obvious that the point 

of all this is that we should put 4 stop to undesirable interventions in 
the profit-and-loss situations of the ViJs on the part of central authori- 
ties, the authority for making these interventions should be confined to 
the responsible branch ministry, and this organ should have complete 
control over the marehaling of funds for the payment of these subsidies. 
The validity of thie principle is substantiated by the analysis that was 
made of the relevant statistice for the next 2 years. In 1977 the con- 
tribution of the nations] budget to these subsidies amounted to only 5.8 
percent, and in 1978 it contributed no funds at all to these subsidies. 


On the other hand, the subsidies paid for out of the national budget under 
the heading “fixed-limit funde for the reimbursement of costes related to 

the fulfillment of tasks provided for under the state scientific and tech- 
nological development plan” are entirely justified, even though this clain 
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ee fot appear te be overly warranted in light of the funds actually 
allecated for thie purpose during 1976 and 19/7, But during 1978 we wit- 
Hheesed 4 hotiveable improvement in this afea, 


the financial pelicy of the PMVS viewa=vis ite subordinate Vide, taking 
inte account the position of the Vise and their general directorates as 
Hid=level Gihagement components in the engineering industry, is graphic- 
ally illustrated by Table 6 below, Te some extent this table alse 
describes the position of the trust=type VAJe and their peneral direc- 
tofates together with all ef their inherent problems, 


fable 6, Subsidies Allocated to Vide by the FMVS (in percent) 
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lable 6 clearly shows that the branch ministry's finance policy toward 
the trust-type VAJe governs both ite relations with the VHA) general 
directorates and, in a direct way, with VHJ enterprises. 


Thies situation is similar to that which prevails in the case of relations 
between the national budget and branch ministries and in a direct way 
between the nat‘orr! budget and the ViJe that fall within the jurisdiction 
of this ministry. 


We believe that this situation is to some extent also the result of the 
ambiguous economic position of VJs, primarily trust-type ViJs, in the 
Czechoslovak economy. 


These probleme, though the most important are those that pertain to the 
relationship of the national budget to the VJs and directly to the enter- 
prises that comprise these ViJe (in principle these problems are one and 
the same), probleme which at the present time have been partially resolved 
through the experiment on efficiency and quality management, are still 
indicative of a certain degree of vagueness in the status of the branch 
ministry (and hence indirectly in the status of the system of economic 
branch management) in the Czechoslovak economy and, at the same time, of 
probleme plaguing the so-called middle management level of the economy. 


From a strictly economic standpoint it would be reasonable to conclude that 
all funds allocated by the branch ministry to VHJs should be channelled 








inte theif general directorates, Wowever, Table 6 shows that this is 

not the case, the end uses of funde allocated by the FMVS to VJ general 
Jifectorates sod directly to their subordinate enterprises are revealed 
by figures deduced from an analysis of the hard statistics for the period 
under review (see Tables 7 and &), 


Table 7, Most Common Spending Categories of Funds Allocated to VJ 
General Directorates (in percent) 
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hey! 

(1) capital investment subsidies 

(2) profit margin subsidies 

(3) subsidies for supplemental deposits in revolving fund 
(4) subsidies for miscellaneous capital funds 

(5) subsidies for the reimbursement of planned losses 


Table 8. Primary Uses of Funde Allocated Directly to VAJ Enterprises 
(in percent) 
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Key: 

(1) fimed-limit funds to reimburse costs associated with the fulfil iment 
of tasks provided for under the state scientific and technological 
development plan 

(2) miscellaneous earmarked funding requirements 

(3) capital investment subsidies 

(4) capital investment subsidies derived from redistribution 

(5) Red Banner subsidies 

(6) subsidies derived from both redistribution and state revenue 
accounts 

(7) miscellaneous profit wargin subsidies 


The figures cited in tables 7 and 8 can be referred to to point out some 
interesting facts and to draw certain conclusions. 

















iret, it is evident that, with one exception (capital construction 
during 19/7) and 19/78) tunde were allocated to the VJ general director= 
ates for different purposes than the subsidies paid out by the ministry 
directiy to VA) enterprises, 


Second, it is apparent that the subsidies allocated by the ministry 
directly te the VA! enterprises during the years under review covered a 
wide range of spending categories, 


the question atises ae to whether these findings are desirable and what 
kinds of conclusions should be drawn from them, 


It ie our belief that the first finding can be welcomed as a positive 
development. The reasons for this assesament are ae follows. 


the funde channelled into the VHJ general directorates are the result of 
the redistribution of central revenues at the ministerial level in con- 
formity with ordinance No 151/75 of the government of the CSSR. 


These funds are used as subsidies for VA) sectoral funds, and the rele- 
vant general directorate is legally responsible for overseeing the man- 
agement of these funds and, wherever applicable, their redistribution to 
subordinate enterprises. 


The assesement of the second finding will be somewhat more complicated. 
The funds allocated by the ministry directly to VHJ enterprises have a 
dual nature. On the one hand, we are talking about funds for strictly 
earmarked accounts, while, on the other hand, we are talking about ex- 
penditure categories which allow some leeway for the selection of 
alternatives. in the first case the VHJ general directorates obviously 
have no say in how these funds are to be spent and their direct alloca- 
tion to VHJ enterprises is justified. This is primarily in reference to 
items 1, 2, 3 and 5 ae listed in Table 8. In the case of the final spend- 
ing category [item 7 in Table 8) we are, of course, dealing with a situa- 
tion that is analogous to that described above (the relationship of the 
national budget to the VHJs), since the reasons for granting these subsi- 
dies have to do with the falloff of enterprise profits as a result of 
decisions made at the ministerial level. Nevertheless, it is our view 
that the VHJ general directorates should have complete control over the 
allocation of these funds. Therefore, we believe that these subsidies 
should be channelled into the VH) general directorates. 


Similarly, when it comes to those categories of expenditure which involve 
the redistribution of financial resources (per items 4 and 6 in Table 8), 
we believe that by their very nature they ought to be ranked among those 
subsidies which are allocated by the ministry to the VHJ general direc- 
torates. 
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if in reference to the above table we compare actual values with pro- 
jected values, we will find that our conclusions and theoretical 
assumptions on this score are, in fact, substantiated by economic 
experience (represented by actual figures), frequently in contrast to 
plan projections (the exception being the 1978 capital investment sub- 
Sidies derived from rediatribution accounts). We also analyzed the 
impact of the national budget and the branch ministry on the financial 
position of individual ViJe in the juriadiction of the FMVS during the 
period 1976-1978, This analysis too provided us with some interesting 
findings which supplement our analysis of the role of the branch minis- 
try in the management system of the Czechoslovak economy. 


For example, it is interesting to note that the VJs ELITEX AND CHIRAN, 
i.@., the only two concern-type ViJe in the FMVS, are included among 
those VAJe which received the smaliest subsidies during this 3-year 
period, In 1976 they received the lowest subsidies of all, while in 
1977 they were among the 4 and in 1978 the 3 least subsidized ViJs. 


At any rate, it is impossible to say whether the relatively superior 
“self-sufficiency” of these ViJe is a result of the establishment of the 
new concern-type VHJ, whether this “self-sufficiency” necessarily paved 

the way for the transition to concern-type VHJs, or whether it is an out~- 
growth of other circumstances. The only way to explain this is by making 
a further detailed analysis of the management practices of individual VHJs. 


Assuming that the first hypothesis turned out to be correct, then from 

the standpoint of financial management this might tend to lend support 

to the acceleration of the process whereby the trust-type VHJ is being 
transformed into a concern-type VHJ and at the same time uphold the spirit 
of the comprehensive experiment which is bringing the management prac- 
tices of the trust-type VHJs closer into line with the management prac- 
tices of concerns, especially so in the financial area. 


It was also interesting, for our purposes, to analyze the channels 
through which funding appropriations make their way from the FMVS or the 
national budget to individual VHJs, funding channels which lead both to 
the VHJ general directorates and directly to their subordinate enter- 
prises. At the same time, we must, of course, remember that the total 
amount of funds going to the VHJ general directorate amounted to 29.9 
percent in 1976, 34.7 percent in 1977, and 41.7 percent in 1978 of the 
funds transferred directly to VHJ enterprises from the national budget 
and from the FMVS. 


This analysis revealed that during the period 1976-1978 VHJ general 
directorates received funds from the FMVS and the national budget 
according to the following percentage ratios (see Table 9 below). 
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(in percent) 
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These percentage relatiomhipsa are completely reversed in the case of VJ 
enterprises (see Table 10 below), 
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These figures are a reflection of the current status of trust<type ViJs, 
i.@., at a time when, as far as financial relations are concerned, the 
national budget maintains direct ties with VHJ enterprises as state eco- 
nomic organizations and separate direct ties with VHJ general director- 
‘tes, which are also classified as state economic organizations. These 
figures also reflect the positive trend represented by the growing 
influence of the branch ministry in controlling the financial policy 
(and influencing the financial position) of subordinate VHJs (including 
both VHJ general directorates and VHJ enterprises). 


This positive trend has already been encouraged in a decisive way by the 
comprehensive experiment in efficiency and quality management, in accor- 
dance with which the VHJ has consistently been regarded as a discrete 
economic entity regardless of its organizational and legal forms. This 
conclusion is fully substantiated by the findings of our studies. 


The underlying principles of the Set of Measures for Improving the Planned 
Management System of the National Economy After 1980 also call for the 
building up of economically powerful VHJs that conduct all of their 
business in accordance with the principles of khozraschet management and 
also maintain relations with the national budget that are consistent 

with their status as discrete economic entities. 


Conclusion 
In light of what has been learned so far from economic theory and prac- 


tice in the area of economic management it follows that during the years 
that lie ahead, especially so during the Seventh Five-Year Plan, it will 
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continue to be necessary to address ourselves to the task of insuring the 
uniform and comprehensive impact of all economic planning levers geared 
toward encouraging the fulfillment of qualitative performance indicators 
related to the capital replacement process. 


in thie article we have made certain recommendations aimed at improving 
the management of financial policy at the branch ministry level, We have 
been discussing for the most part problema associated with the development 
of VHJ financial resources in relation to their redistribution at the 
bravch ministry and national budget levels. To be sure, this is only one 
aspect of financial policy. In a future article we would Like to discuss 
the related problems of developing financial resources at the ministerial 
level and current problems of profit taxes in relation to the financing 
of capital construction. 


FOOTNOTES 


1. “Report on the Work of the Party and the Development of Society 
Since the CPCZ 14th Congress and Other Party Tasks" presented to the 
CPCZ 15th Congress by Comrade Gustav Husak. 


2. Law No 62 (SBIRKA ZAKONU, 26 October 1977) on Revisions in the System 
of Organizational Levies and Taxes. 


3. The following tables were compiled on the basis of figures taken from 
the statistical reports of Min. Uc. [expansion unknown) 7A-04, VHJ 
Uc. 6A-04 and Uc. 4A-04, 


4. See footnote (b) for Table 1. 


5. To some extent this also applies to profit margin subsidies, since to 
a certain extent these subsidies are intended as compensation for 
the consequences of branch ministry decisions which might have 
lessened the profitability of specific subordinate ViJs, but which 
were necessary in the interest of the ministry as a whole. Moreover, 
the profits earned by a VHJ also have an impact on its working capi- 
tal and capital investment requirements. 
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CZECHOSLOVAKIA 


Vi AS BASIC MANAGEMENT LINK EVALUATED 





Prague HOSPODARSKE NOVINY in Caech 15 Aug 80 p 3 


[Article by Jaroslav Kratochvil, J D: “The VJ (Economic Production Unit)-- 
Basic Management Link") 


[Text] The gradual transformation of the VHJ into a basic management 
link is associated with two interconnected processes. In the firet place 
it is the formation of the VHJ as a comprehensively equipped and inter- 
nally specifically integrated economic unit, and it is also the transfor- 
mation of external conditions and relations of the VHJ to ite politico- 
economic milieu, such as organizational, socioeconomic, legal relations, 
etc. Even though the formation of a whole framework of legal forms of 
the VHJ and the corresponding position of enterprises are important and 
certainly necessary, it must constantly be emphasized that the legal form 
alone does not of itself deal with the essence of the transition of the 
VHS into a basic management link, because the decisive factors are the 
actual forms of management and their gradual transformation in the spirit 
of the principles applied in the current stage of development of produc- 
tive forces. Connected with this is a great number of problems to be dealt 
with. 


Problems, Opinions, Experiences 


So far, neither in theory nor in practice has the position of the social- 
ist enterprise been fully clarified, since it is ceasing to be an enter- 
prise in the (relative) concept of an independent legal entity. Some 
economists admit that we do not yet have a sufficiently universal and pre- 
cise designation for the enterprise as an economic category. This gradu- 
ally evolving new type of enterprise will more and more be characterized 
by its social integrity, manifesting itself in ever greater involvement with 
the whole organism of the national economy, and thus not at all in ite 
detachment as an “independently” operating unit. To be sure, problems are 
arising whose solution goes beyond the bounds of the enterprise. To ef- 
fectively direct the socioeconomic development of society it will be ever 
more necessary to solve problems of matter, space and time which consider- 
ably surpass the dimensions of institutional systems organized up to now. 
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ViJ = Enterprise Relations 


Although for several years now the process of transition to larger eco- 
nomic production complexes has been proceeding in all the socialist coun- 
tries, the chief reason for their emergence wae the solution of problems 
of central management, rather than the actual organization of a technical 
production base, That is also why the majority of various forms of ViJe 
usueily resulted from one-time reorganizations, and mostly on the sec- 
toral principle of homogeneous production. Even that fe, to a certain ex- 
tent, not a very stable basis, because with certain developments in tech- 
niques and technology the relevance to the homogeneous sector could change 
substantially. 


1 am of the opinion that, in epite of thie definite tendency, we should 
continue to foster, within certain bounds, the concept and position of the 
enterprise and we should not disregard it, because the enterprise usually 
has very important relations with local bodies and all ite surroundings 
which cannot always be fully replaced by "new" relations to the economic 
production complex. At the same time, the management of especially remote 
Vide must, even with a soctetywide approach, deal with certain problems 
connected with local conditions; although even practical aspects of the 
management of large unite dictate that certain operations will have to be 
left to the enterprise. 


Tt must also be realized that with the growing number of conditions ce- 
quiring the formation of their own management systems it is impossible to 
find specific, well-defined organizational solutions, especially with re- 
gard to legal forms. These conditions directly call for even greater di- 
versity of the actual management structures. 


Practical experiences of development up to now show that the fixed and 
customary concert of the management mechanism as a sum total of single 
bodies respons‘h’e for every specialized management function will no longer 
suffice, and that it will be necessary, even in spite of certain definite 
advantages of the functional approach, to gradually go over to a goal- 
oriented program of management. Thus the result will be that the object 
of management in the VHJ will not be mostly individual enterprises, as is 
largely the case now, but rather the focus of management will be shifted 
over to the basic and conceptual problem complex of the entire integrated 
VHJ. At the same time, however, it is necessary to see that the solution 
of ever more complicated problems of the economy does not intensify the 
mutual separation between individual unite, and particularly that the 
management of economic complexes does not split off from the production 
base and subordinate organizations. 


The gradual transition of the VHJ's organization of its management system 
and mutual relationships into a basic management link will be carried out 
be degrees so that it will correspond to the necessary changes which can 
realistically be made in people's thinking, especially that of supervisory 
workers of the enterprises, because existing organizational structures 
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(and eapectally the fading concept of the enterprise as 4 basic management 
link of the enterprise sphere) are deeply rooted in the conscience of the 
people and are aleo associated with certain prestige prositions, social 
standing, pay allocations, occupational specialties, ecc, 


it ie not alwaye easy to overcome the steady influence of existing organi- 
zational syetems one has become accustomed to and persuade working collec~- 
tives and individuals not only to passively accept the new organizational 
arrangements, but even to take the initiative in inculcating them into 
people's thinking. That is why the transition of the VHJ to a basic 
management link (especially in concern or,anizations) also calle for timely 
political-economic and social-psychological preparation, systematic in- 
struction of all workers about the reasons for and goale of the new organi- 
zational setup, and the changes in actual forme of management. 


It must be admitted that so far the economic sphere has not had an ade- 
quate conception of the essence and depth of changes associated with the 
transition of the VHJ to a basic managenent link (especially from a trust 
form to a concern form of VHJ). The essential activity of general manage- 
ment muet be directed toward the VHJ as a whole (not, that is, above in- 
dividual enterprises). The administration of the general management of 
the "new" type of VHJ will not take over the activities which independent 
enterprises have performed up to now, but rather will deal with new taske 
of a higher order, assuring high levels of efficiency in all work which the 
individual enterprises would not even have been capable of by themselves. 
Thus it would also be absolutely wrong to try to contrast the strengthen- 
ing of the VHJ as a basic management link with the full utilization of the 
activity and initiative of enterprise collectives and intraenterprise 
units, because the VJs and the enterprises must work on qualitatively 
distinct, though mutually complementary, levele of managerial and organi- 
zational work. 


We must gward against critical observations indicating that with the stand- 
ards of certain VHJe their current style of management does not solve ma- 
terial or specific problems, but only shifts them over to other management 
links, so that the VHJs are becoming places where tasks are written out 
and assigned administratively, often without any essential differentiation, 
rather than being really effectively and comprehensively dealt with. How- 
ever, there should be an objective investigation to find the causes for the 
subjective shortcomings and inefficient forms of management, whether per- 
haps they are due to the general system of management or whether the gen- 
eral management of the VHJ has the material, cadre and financial resources 
to meet ite new assignment. 


Basic Objective 


Let us, therefore, try to identify at least the main principles of the ba- 
sic requirements and activities which the actual VHJ management as a basic 
link, must carry out: 








~-Firat of all, eneure conaiatent orientation toward the criterion of so- 
celal effictency; 


--Goal orlentation==that all processes taking place in the VHJ are direc- 
ted toward the goale which are based on overall developing trenda with due 
consideration for the actual statue and potential of the national economy; 


--Application of scientific-technical developmente as the basic source of 
efficiency and future development and acceleration of the innovative cycle 
aimed at ensuring global standards of production and high quality of pro- 
ducts and export capability; 


--Closer and more purposeful systematic integracion with the international 
division of labor; 


--Increased flexibility and adaptibility, which means reacting promptly 
to changing conditions of world markets and anticipating future changes in 
advance; 


--Fulfilling the integrating function of the VHJ in order to prevent the 
development of individual areas of activity in an isolated manner without 
mutual consistency; 


--Purposeful and balanced division of authority and responsibility, espe- 
cially in relations with subordinate enterprises and the conditions created 
to centralize critical activities (in practice one of the most difficult 
problems) ; 


--Improved utilization of the human factor and effective motivation, to- 
gether with the development of informal participation of workers in man- 
agement ; 


--Effective and closer association of the handling of problems of social 
development of the collectives with economic development. 


In spite of this clarification of the basic objective of the VHJ as a ba- 
sic management link (as opposed to its former position as an intermediate 
management link) the concept of the VHJ as e basic level of management is 
not yet clearly enough formulated either in theory or in practice. But it 
can be said that it is that organizational level where the necessary ma- 
terial resources and authority capable of ensuring the development of ba- 
sic factors of production are concentrated, where economic processes are 
directed comprehensively, and where objective conditions are developed for 
finalizing production, even on the level of the VHJ, where socioeconomic 
indicators of the plan are transformed into technical-economic indicators 
and composite indicators are transformed into forms of enterprise manage- 
ment, and where supplier-consumer relations are concentrated possibly to 
their original status. 


Therefore, in assessing the overall work of the VHJ we cannot go only 
on the basis of fulfillment of plan ind‘--tors, even though that is an 
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important political and economic objective, but rather we must consider 

the criteria of substantial improvement and intensification of conceptual 
and prognostic activity, the efficacy and comprehensaiveness of the manage- 
ment of investment, technical, commercial, financial and personnel policies, 
greater continuity and flexibility in supplying the national economy and 
fuller integration of social and economic development. Another im- 

portant aspect te efficiency of management processes within the VHJ, 


Application of Khozgraschet Principles 


The 15th session of the CPCZ formulated for the general management of the 
VHJ as a basic management link the specific task of consistently applying 
the khograschet principles and a system of norms, costing and budgeting, 
especially in the area of intensification of intraenterprise management. 
This, however, did not involve any new requirement because these principles 
have been included in a number of documents, since the very beginning of 
the management of socialist industry. But it will not do to simply talk 
about these questions, especially in general terms. Every VHJ must imme- 
diately, according to its specific circumstances, proceed to develop and 
apply the khozraschet principles as a natural part of current working ob- 
ligations eo that the results will be accessible to every worker. 


And it is precisely in the practical application of the khozraschet prin- 
ciples of management at individual organizational levels and in their full 
utilization that general management has not yet carried out its task, es- 
pecially in the direct (not only methodical) management of integrated sub- 
ordinate units. In this connection it appears that, with respect to con- 
cern forms of VHJs, the method of handling the concern khozraschet has 

not yet been fully clarified, especially the relationship between the VHJ 
khozraschet as a whole and the khozraschet of individual concern enter- 
prises. We can also consider as inadequately settled the important problem 
of effective stimulation of concern enterprises with respect to results of 
the entire VHJ as well as the actua) fulfillment of planned objectives. 


We must also not overlook the mutual connection of forms of management of 
ViJs and enterprises with the development of organizational structures of 
the actual technical production base of industry. Even though since 1945 
we have gone through several mass reorganizations, it can be said that up 
to now no profound analyeis of the production structure of our entire 
industry has been made and thac in essence they have been based on the sec- 
toral principle. These one-time organizational changes involved the con- 
centration of organizational functions and a greater or lesser centraliza- 
tion of certain management functions which lacked practically any character 
of concentration of production. That is why even at this point certain no 
longer desirable chance situations and aberrations persist in the actual 
organization of the production base and the ensuing organizational rela- 
tionships (a considerable imbalance even of certain VHJs and especially en- 
terprises, a large number of small enterprises, plants and separate opera- 
tions). 
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Whereas economists and theoreticians in senecctaliat countries are forever 
seeking the best of even “ideal” organigation, nothing like that is being 
attempted by elther the theoretical front of in practice in soctaliet coun- 
tries, That te to say, here we maintain the necessary dialectical-matertal- 
letic approach toward seeking optimal organisational forms and the corres= 
ponding etyles of management as 4 matter of continual development and pro— 
gfese connected with the expaneion of the material base and productive 
forces of the socialist community, 





Lxpetience so far with the transition of the VJ to 4 basic management 

link indicates, however, that even with the exfeting legal basie in the 
form of the concern of sectoral enterprise, it will undoubtedly be quite 

4 lone process, depending particularly on the creation of conditions for a 
basic change in existing forme of management. It aleo appears necessary to 
examine more closely and evaluate the relationship between the size of the 
economic production complex and effective forma of their management from 
the point of view of exercising practical control, a factor which cannot 

be underestimated for attaining optimal operational results. This de- 
pends on 4 precise definition of the extent of necessary general or opera- 
tional activity in order to prevent dilution of the conceptual comprehensive 
management functions of the VHJ. According to the concept of the VA) as a 
basic management link, operational activity should be performed here only - 


~=if it ie required to implement societywide intereste,; 


~-if it ie necessary to support the integrity of the VAJ syetem of manage- 
ment ; 


-=if it facilitates gore efficient performance of certain (especially 
joint) activities at the VHJ. 


The influence of Legal Forme 


The requirement set forth at the 15th session of the CPCZ that the VHJ 
become a basic management link undoubtedly corresponds to current trends 
of organizational development in al] socialist countries. It gust, how- 
ever, be stated that thie transformation of the VHJ was at first primarily 
connected with the question of the most suitable legal form of the VAJ 

for which the sectoral enterprise, and particularly the concern one, vas 
designated. Experience has shown, however, that the essence of the shift 
of the VA) to « basic management link depends primarily on a basic change 
in management forms and a gore effective mutual division of authority and 


responsibility among the minietry, general management and the enterprises 
according to the various specific conditions of individual sectors. 


Tt was aleo gradually recognized that with a certain modification of the 
legal form of the trust (such as that with experimental ViJs) the trust, 
too, could become, aleo with « certain change in ite management system, 4 
basic management link (particularly with the broad spectrum of the sector 














or diverse character of suberd’ sate unite), It could be characterized thue-- 
that with conetant pressure to fa.ee management standards in order to 
achieve full efficiency the enterprises should probably reach the leve! of 
the former well-managed Vide, while the Vi a8 4 basic management link 
should, from a soctetywide and comprehensive point of view, go over to 4 
qualitatively higher form of Vi management ae 4 whole, 


The intent of thie article wae to point out the urgency of solving 4 great 
number of probleme concerning the position of the VNJ, In this connec- 
tion the provisions of the Set of Measures for laproving the Planned 
Management System of the National Economy After 1980 are welcome sugges 
tions since they incieively clarified the position of the VA) ae a basic 
management link and the corresponding position of the enterprises, At the 
same time thie problem complex is considered aleo from a necessarily dif- 
ferent objective and time interval. 
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SOC LORCONOMIC COMPONENTS, CONTRADICTIONS OF STRUCTURAL CHANGE VIEWED 
Budapest KOZGAZDASAGI SZEMLE in Hungarian No 7-8, Jul-Aug 80 pp 797-813 


[Article by Jozsef Bognar, director of Research Institute for World Eeo- 
nomy: "Socioeconomic Componente and Contradictions of Our Structural 


Change") 


[Text] The 12th congress of the MSZMP raised to the rank of national ac- 
tion that economic policy conception which matured in the course of past 
years concerning 4 structural reordering of the Hungarian economy. Ite 
maturation was made possible by a careful analysis of the external and in- 
ternal situation and of the economic relationships which represent possi- 
bilities for and limitations on rational economic action, and by the con- 
clusions and debates which followed thie analyeie. The credibility of som 
of the more radical conclusions was reaffirmed by those negative results 
and experiences which the economic leadership achieved or acquired by their 
habitual or symptomatic treatment of the new problem world which has de- 
veloped since the world economic change of epoch. The signs are that this 
shock effect was needed in order for the economic leadership to be able to 
break with a few conceptions and methods, which have been overtaken by time, 
which in the preceding decade still represented a source of many economic 
achievements and successes. 





Naturally thie economic conception has not yet been transformed into a 
program encompassing an action system and mutual relationships and effects 
which would solve (from above!) all of our developmental dilemmas. (In 
any case it is probable that it is not possible today to prepare a medium- 
range program which would solve every dilemma “from above." But even if 
it were possible it would not be rational because on the basis of uncer- 
tain hypotheses it would tie up too much economic energy and thus would 
make difficult an adaptation to the changes in a period in which develop- 
ment has accelerated and the effects on ue of events cannot yet be known 
clearly because their effects have sultiplied.) The resolutions of the 
congress, however, indicate those basic principles and behaviors (andivi- 
dual, enterprise and economic leadership behaviors) which constitute pre- 
conditions for restoring the balance and for a more advantageous adapta- 
tion into the world economy. The resolutions have stressed certain 











fundamental goals and preferences to which other action=-in 60 far as eco= 
nomic conditions make it poseible=-must be adjusted, The congress adopted 
as useful and progressive in regard to the future those methods and com- 
ponents of economic thinking and analyeie=-supplementing or replacing ear~ 
lier ones=-which constitute the value judgments needed for formulating the 
conception, Finally, 1 established and emphasized that the rational ac- 
tion syetem included in the conception=-which arose from an objective 
analysie of real economic relationships=-represents even theoretically a 
further development in the self=-development of the socialist society and 
economy (appearing in the form of concrete relationships). 


it is well known that the development of a new economic policy conception 
wae made unavoidable by a number of developments and requirements which 
appeared simultaneously and involved both similar and contradictory ef- 
fects. tI would like to etrese three of these centers of effect or motiva- 
ting forces, 





Concerning the Intensive Type of Economic Development 


A ewitch to an intensive type of economic development has become neces- 
sary and even unavoidable. Such a ewitch can be initiated even at a time 
when the extensive type etill functions relatively satisfactorily but when 
a careful and profound scientific analysis indicates that we have already 
passed the peak. From the economic viewpoint this moment ie the most fa- 
vorable for the gradual introduction of changes but difficulties are caused 
by the fact that economic policy public opinion ie not yet convinced of the 
unavoidability of the change and so resists it or holds it back. The 
ewitch could have had thie character here if we could have grown into the 
present “reform epoch” by an organic and gradual expansion of the frame- 
works of the mechanism reform. 


In the present situation, however, neglecting the switch would lead to 
economic collapse because due to the prolongation of the extensive growth 
type and in the course of it there have arisen balance deficiencies which 
cannot be liquidated in this form of growth, indeed they are created anew 
in an expanded form. The intensive growth type, however, has different 
driving forces and so the movement system of the society and of the economy 
must be ororganized in such a way as to permit the implementation of these 
driving forces. Of these driving forces we should mention needs satisfac- 
tion requirements (instead of a shortage economy), the technical develop- 
ment, rationalization and innovation tied up with structural change and 
the external economy. 


Experience proves persuasively that needs satisfaction is not only 4a quan- 
titative and qualitative problem but aleo an organizational problem of an 
economic policy nature because the vertical profile of our producing enter- 
prises is unjustifiably narrow and to a large extent operations and activi- 
ties suitable for offering services are missing from the economy. Such a 
situation could develop because the economic organizations here vere built 








up “downward” exclusively from production and never “upward” from needs 
(the market and sales), Similarly, the technical development tied up with 
atructural change and a awift product change demande not only a traneforma~ 
tion of the “product structure” but aleo presupposes substantial social 
policy changes. 


Tt muet be emphasized in connection with external economic factore that 
they play a growth encouraging role in every economy now, from the side of 
both import and export. The Hungarian economy wae not sufficiently pre= 
pared for thie organiaationally, Since the world economic change of 
epoch, which extraordinarily strengthened the system of mutual dependen- 
clea and determinations among economies, the syetem of interdependence, 

we will have to develop in our economy capabilities and properties in re- 
gard to our link to the world economy which only “competition economies” 
have had thus far in the development of economic history. 


(The reference to "competition economies” means that, as in the past, so- 
claliet economic science rejecte that interpretation of competition accord- 
ing to which it is an automatiem of the economic cycle which selects among 
economic unite in the interest of the common good. Since the second half 
of the 19th century such an interpretation of competition or of a competi- 
tion economy has changed even in capitalist economies because counterpoles 
to free competition (cooperatives, associations, trade unions, etc.) and 
organizations striving to put an end to competition have come into being.) 


There can be no doubt that with the development of the socialist economy 
in past decades the idea of the unavoidability and even positive nature 
of competition has won ground in connection with supplying the populace 
with consumer goods. 


The increasing significance of external economic factors brings up the ne- 
cessity of providing to our economic undertakings on the world market those 
conditions and supports on the basis of which they can compete successfully 
with those undertakings behind which stand the flexible mechaniems of the 
capitaliet economy. 


Concerning the Effects of the World Economic Change of Epoch 


The world economic change of epoch represents and will represent in the 
future aleo the second center of effect. By world economic change of epoch 
I mean the totality of those epochal, fundamental economic and non-economic 
(demographic, social, political, scientific, international, etc.) changes 
which will decisively influence the living conditions and economic circum- 
stances of mankind in the decades ahead. Of these fundamental and epochal 
(long-range) changes I am thinking primarily of such things as the new re- 
lationship between man and nature (a symbiosis on the basis of modern 
science and technology), the limite and uneven distribution of naturel re- 
sources in an interdependent and very sensitive world, the problems of 
feeding the world (in the form of an approaching crisis), the danger of 
technology (for the first time mankind hase a technology with which it could 














destroy the conditions for ita own existence), the arma race which takes 
the form of “mutual terror”, the backwardness of international political 
and economic relationships as compared to the general interdependence and 
probleme of a world seale, etc, We can say without exaggeration that even 
in the decade just behind us mankind entered the spoch of extreme alterna~ 
tives, 


These enormous changes are not only economic ones; they extend to the en- 
tire area of human-soctal and international relations. This will mean a 
new scientific challenge and it will gradually mature new modes of think= 
ing. Thie ie absolutely necessary because if we relied on our old methods 
and our old knowledge we would be incapable of adequately understanding the 
new relationships. 


Naturally certain components and manifesting forme of these enormous, epo- 
chal and fundamental changes already appear in present economic relation- 
ships. Let us only think of the price explosion (price revolution) and of 
inflation ae persistent phenomena of the economies appearing in a aew form, 
of the serious balance deficits, of the decrease in the rate of growth, of 
the shortages appearing in resources, of the increasingly anarchic pheno- 
mena of the international financial system, of such threats to international 
economic contacts as the American embargo and similar things. 





The long-range and fundamental effecte of the world economic change of 
epoch aleo mean for us that in the course of conversion to the intensive 
development type we can develop only goals (or goal systems) which are in 
harmony with the requirement system of the change of epoch and we can se- 
lect only those methods and forms of action aimed at attaining them which 
are not antagonistic to this powerful requirement system. 


The Problematice of the Balance Deficit 


I want to mention the economic balance deficit as the third of the centers 
of effect. Several factors have contributed to the development of the 
balance deficit, including: 


— the circumstance that in the course of the economic cycle we generate a 
greater demand than we produce the conditions (assets) for satisfying it; 


— the overestimation of the ability of the etate budget to bear the bur- 
den; 


~=the ewift growth of import needs in the course of switching to the in- 
tensive development type; 


— the development of the international terms of trade in a way unfavorable 
for us; and 


-=the lag behind what is required of capacity suitable for economical ex- 
port production. 








There ie a unique action syatem to put an end to the balance deficit, In 
the beginning the factore of the necessary action are more or lease of a 
limiting character because putting an end to the deeper causes generating 
the balance deficit requires a longer time and coordinated action, The un- 
avoidable limitations must be applied with great circumapection and after 
careful consideration lest our temporary regulations hinder the develop- 
ment of those energies, capabilities and capacities with the aid of which 
the balance could be restored over the longer run. 


Weighing, on the one hand, the extraordinary importance of the internal and 
external interests attaching to a more perfect functioning of our own so- 
clety and economy and, on the other hand, the elemental strength, intensity 
and peretetence of the currents flowing from the great centers of effect men- 
tioned, it is obvious that our taske in connection with a etructural re- 
ordering of the Hungarian economy are extraordinarily great and complex. 


What is involved ie not a simple ewitch-over or the elimination of merely 
temporary problema; rather, what ie involved is a radical transformation 

of the functional, action and guidance system of the Hungarian economy so 
that it should be capable of a flexible accommodation to the swift changes 
of uncertain sign which can be expected later. It is obvious, however, that 
transforming the functional, action and guidance system of the socialist 
economy to adapt to the new requirements is not only an economic question 
but aleo a social, political, cultural, scientific and ideological 
(eyetematic) problem. 


The Present Phase of Reorientation as Compared to the 1968 Reform 


It could be especially instructive to compare the breadth, depth and sub- 
stantive probleme of the social actions necessary to realize the present 
economic policy conception to the factors set in motion in the course of 
the 1968 reform. In the economic history sense our economic reform of 

1968 was of outstanding significance in the history of socialist management. 


This reform gave full recognition to the significance of economic relation- 
ships as opposed to a conception of the economy which was projected from a 
vision (a vision of the future). (Let me note only in parentheses that it 
thus gave back the true object of economic science--an analysis of reai 
economic relationships and interdependencies. It is thanks to this that 
since 1968 Hungarian economic science has achieved even internationally 
recognized results, has developed new methods and encouraged the develop- 
ment of schools.) It was also an important starting point that it replaced 
the hierarchic system of individual interests’ group interests and general 
social interests with a conception of interests in which these types pre- 
supposed and complemented one another thus making it possible, under appro- 
priate economic conditions, for individual and group interests to become 
driving forces for the realization of the common interest. There was also 
significant effort to put an end to the shortage economy and to satisfy 
needs more fully by means of competition and material interest. Special 











mention muat be made of that aphere of measures which the reform took in the 
interest of economic undertakings for only within this framework did the 


enterprises become economic units inatead of branch departments of the min= 
latry. 


One could continue at length a liet of the achievements of the 1968 re- 
form, but this is not the subject of thie atudy, There can be no doubt, 
however, that the 1968 reform deliberately concentrated only on the problems 
of the economic mechaniem (the guidance system) while it affected questions 
of economic policy or the institutional system only dndirectly. There 
were decisive political reasons for this. Later, many criticized the "“one- 
sidedness" of the reform, pointing out that it would have been more cor- 
rect to introduce a more complete reform (embracing economic policy and 
the institutional system ae well). I do not want to start a debate with 
the critics; but the idea that che introduction of a more complete reform 
would have been more correct does not mean that in the situation at that 
time the introduction of such a reform would have been possible or even 
ueeful. (Let ue only think that after 1968 the actentific efforts and 
preparations taking place in the interest of economic reform (froze solid 
for a few years everywhere!) 


What is now essential from the viewpoint of a comparison is that the ac- 
tion zone and depth of the present economic policy (strategic) conception 
will be substantially greater than that of the 1968 reform and the changes 
to be expected will extend to economic policy (including foreign economic 
policy) and to the institutional system too. Even by iteelf entering the 
intensive epoch means economic policy changes but the requiremente of the 
world economic change of epoch aleo strengthen the quantity, intensity and 
quality of the necessary economic policy changes. Because of the external 
economic character of the new economic policy conception--which is strength- 
ened by the new circumstances (for example, the increased interdependence) 
defined by the world economic change of epoch--the abilities, foresight, 
flexibility, decision and reaction speed, etc. of our institutional system 
will become part of the economic competition taking place on the world mar- 
ket. Iwill return to thie question in this study; in this place it is 
enough to emphasize that under such circumstances a reform of the institu- 
tional system can no longer be postponed. 


I would like to point out one more essential difference in connection with 
a comparison of the 1968 economic reform and the present economic policy 
conception (which has been accepted in its basic principles). The “degree 
of freedom" of the 1968 reform was much greater because we had to contend 
with fewer constraining factors. The economy was relatively balanced-- 
although the balance was at a substantially lower level--we did not yet 
have any significant foreign debt, our foreign economic dependence was 
smaller, our supply of energy and raw materials seemed assured, the world 
economy still enjoyed ite “golden age." At present, however, we can ra- 
tionally choose only the economic policy conception formulated in the 
guiding principles; our alternatives are to be found within this conception. 


es 














The Transformation of the Basic Principles and the Guiding Principles into 
Social Action 


The chief task in guiding a socialist society and economy is to transform 
the various basic principles, guiding principles and aspirations, taking 
into consideration the interest relationships and structures and with an 
awareness of the real social-economic relationships and the trends to be 
expected in the future, into an interdependent system of social movements 
which will finally lead to attaining the desired goals. 


But in the course of outlining the social-economic movements we must always 
reckon with the fact that the relationships socially created and the rela- 
tionships economically desirable do not coincide. The reverse ie true also-- 
it can be imagined that a different sort of economic relationships and eitua- 
tions might be more desirable from social, political, security, cultural 

or ideological pointe of view. 


When working out action programs, however, a full awareness of the real 
social-economic relationships ie needed and these relationships must be 
analyzed in their dynamics. In every sort of political system the social- 
economic relationships have more flexible componente capable of greater 
changes and they also have more static, more conservative and more rigid 
elements. Naturally, these factors deriving from the real relationships 
must be taken into consideration when working out action programs. 


The question arises: Is contemporary socialist economic science capable 
of transforming the various scientifically founded basic principles and 

espirations into a system of social movements while taking into consid- 

eration the interest relationships and structures? 


The best abilities and methods of economic science find expression in a 
system of adequate information about economic reality, relationships and 
interdependencies. Naturally, the relationships, circumstances and situa- 
tions themselves change too and thus their nature, character, effect and 
linkage systems are transformed also. Experiences become more numerous, 
methods of examination are refined (this refinement takes place in the in- 
ternal workshops of science) and there are changes in the world surround- 
ing the economy. But these changes do not change the fact that the pri- 
mary goal of economic science was and is a recognition of economic rela- 
tionships in the dynamic sense. 


This knowledge--as in the case of other bramahes of science--is abstract 
(to put it more precisely, it has the character of being abstractable); 
that is, it etarts from the hypothesis that only economic factors influence 
economic relationships and processes. 


(It is well known that the starting point in political economics--in con- 
trast to this conception--presupposes a basic analysis of political, social, 
cultural, etc. factors too. But the practice is different. In recent 
decades there has hardly been a work in economic science which examined the 
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economic situation in conjunction with politics, the capabilities of the 
social etructures which have developed or the concept of public opinion 
in a dynamic way, in the midet of action.) 


From the viewpoint of action this hypothesis is of an absatractable charac- 
ter, but it has great significance; for it means that economic relation- 
ships can be changed only with the aid of methods which are in harmony with 
these relationships, This statement ie of special significance in the 

case of political systems known for their desire for action, their optimiem 
and their strong value systema because they are often inclined toward a 
“transformation” of the economic relationships dynamically interpreted by 
means of adminietrative (state administrative) methods which usually leade 
to the development of serious economic situations and the forced actions 
which follow therefrom. 


Thie te not a new phenomenon historically because the development of the 
modern economy wae preceded by centuries in which there were not yet any 
independent economic relationships. The fireat economic theories (cameral- 
iem and mercantiliem) fedt that intervention in economic life by the state 
using non-economic (administrative-power-public administration) methods was 

» necessary and rational. Classical economic science was born in the intel- 
lectual struggle against these ideas; classical economics attributed self- 
regulating forces to the internal movement relationships of the economy 
which led to the realization of the common good. 





According to our conception, however, intervention and guidance are needed 
in addition to an adequate knowledge of the economic relationships. In the 
event of intervention and guidance, however, an adequate knowledge of the 
economic relationships is not sufficient because economic and non-economic 
factors are mixed together in the real conomic processes and phenomena. 

In such a case the economic phenomena do not appear in their original forms; 
they have other properties, effects and abilities to receive effects. For 
this reason contemporary economic science, and even more so the economic 
science of the future, must move on to multi-disciplinary methods, for 
without these guidance and influence are not possible. 


The activity groups (state, social, security, cultural and ideological) 
mixed with the economic phenomenon world have their own conceptions, value 
relationsh¢tps and (within the structure) institutlonal centers. These con- 
ceptions, values and (institutional) interest relationships can further 

or hold back or reverse the realization of economic policy conceptions. 
Thus, the approach to economic problems on an interdisciplinary basis must 
give an answer to the question of whether the movements and behaviors char- 
acterizing the institutions and activities most interdependent with the 
economic conception will further or hold back the realization of the 
economic policy goals. 


To speak more precisely and more practically, is it possible and in what 
way is it possible to transform the movement of the various activities, 
institutions and value systems so that they will aid and further one ano- 
ther, solve similar tasks in a more =» ‘‘nated and more cooperative manner 








(for example, the problem of intensive department means a new situation and 
new requirements not only for the economy), harmonize in time and in con- 
tent their mutually supporting efforts and mitigate the possible conflicts? 
These requirements prove that it ie not enough for economic science to be~ 
come multi-disciplinary; it ie aleo necessary for the other branches of 
actence (legal and etate science, sociology, defense policy, educational 
policy, ideology and acience policy) to find linkage points leading to the 
economy. They must etrive with common and coordinated research, a harmoni- 
zation of conceptions, debates and agreements to concentrate the actions 

of the various sciences and ineatitutions on the attainment of the chief 
social goal or goal system. 


In what follows I would like to illustrate with a few examples what sort 

of clashes and conflicts could be caused by the economic policy conception 
adopted in the resolution of the 12th congress and what transformations are 
made necessary in order to transform the basic principles accepted into so- 
cial movements. I would like to emphasize, however, that the clashes and 
conflicts are potential ones, that is, they can be mitigated in the event of 
rational action by those doterested. In our structure conflicts among con- 
ceptions are generally “hidden” because those participating in the action 
can follow the "customary" (previous) logic and reflexes of their institu- 
tional system without anyone objecting or taking exception to it. But con- 
flict does occur--by the nature of the matter--if one of the actors proceeds 
in a customary but obsolete way. 


Clashes and Conflicts in the Course of the Transformation 


Tt is difficult to “discover” conflicts because most people feel that cus- 
tomary action is conflict-free a priori and in general, although such a 
judgment depends on the situation and the time. 


Clash Between Ideology and Economic Policy Aspirations 


At the time of the socialist transformation ideology represented a form of 
the political struggle against the internal and external enemies. After 
the building up of the socialist society and the development of its struc- 
ture ideology can become a form for recognizing and analyzing reality which 
encourages society to recognize new problems and solve them in a modern way. 
This possibility has not been realized here, for which there are various 
reasons--connected with the peculiarities of our development. Since the 
ideologists and other theoretical experts had not developed a picture of 
the present on the basis of an analysis of concrete relationships but ra- 
ther by projecting on the present various elements of a picture of the 
future it was obvious that the renewal of socialist economic science (af- 
ter 1953) had to take place without them, indeed with their silent or voci- 
ferous resistance. In what followed an antagonism and mutual distrust 
arose between the economists striving for a concrete analysis of economic 
relationships and the ideologists who were building a present out of a pic- 
ture of the future; it followed that some of the theoretical experts were 
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inclined to recognize as ideologically justified only the changes which 

had already taken place, The situation was made worse by the fact that the 
non-economists (political, security, cultural and council experts) got their 
economics culture from thie atratum, 


The antagoniem which has arisen between the economists starting from an 
analysis of economic relationships and the cultivators of theory largely 
frustrated or made possible only at the coat of much loss of time the in- 
troduction of economic reforms which were due. It is obvious that in a 
“competitian economy" we cannot permit ourselves the loss of time which 
would result if a reform could be introduced only when the conservative 
(rigid) solutions have precipitated a shock effect by their partial fail- 
ures. I would like to emphasize that we are anxious not only and not even 
primarily for the reforms, because according to experience they must be 
realized in any case as soon as Che solutions opposed to the economic 
relationships fail, at least in the form of a crisis. 


It ie primarily the socialist economy we are concerned about lest, as a 
result of clashes within its structure, much time is lost in an epoch when 
competition (the critical situation) is again putting the national econo- 
mies to the test and when development has so accelerated that the loss of 
a few years could be fatal. 


Clash with the World Economy 


In what follows I want to deal primarily with those clashes and problems 
inside and outside of the economy which are connected with the inclusion 

of the Hungarian economy--and naturally those of the other European social- 
ist (CEMA) countries--in the world economy from the export side. (In ear- 
lier articles I have already noted that this inclusion from the import 

side already took place in the 1960's.) 


Fitting into the world economy from the export side is a difficult economic 
and social problem in itself because it makes necessary the discovery of 
new energies and driving forces and the development of new capabilities. 
Today, however, this fitting in must be realized in the complex, contra- 
dictory and uncertain condition system of the world economic change of 
epoch. 


Adapting to the new world economic conditions is a complex task even for 
those technically and scientifically developed countries with great mater- 
{al resources and reserves which are not only included in but even influence 
the world economy. 


We must calculate that due to the brake on the dynamics of economic growth 
the growth in foreign trade and in imports will slow down around the 
world. As a result the competition for markets will sharpen to an extra- 
ordinary degree. Two types of economic strategy danger threaten us, the 
Hungarian economy, in this competition. The first danger consists of the 
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fact that the technical development of the capitalist countries and the 
traneformation of their scale of needs will be faster than the improve- 
ment in the modernness of our export structure and export products. This 
would mean that the profitability and economicalness of our export would 
stagnate or decline, This situation, naturally, would mean a deteriora- 
tion in the terms of trade since the prices of fuels and raw materials will 
increase further--with cyclic variations and temporary price reductions 
arising from over-sepeculation--and the most developed technology will be 
increasingly expensive because the producers of it will be striving to make 
up the losses they suffer in the import of energy and raw materiale. The 
second danger consists of the fact that the developing countries are mak~ 
ing great etrides on the world market--especially in the export of finished 
products. This process is justified economically even if it sometimes 
takes extreme forms. But it is possible (or more precisely, it can be 
imagdned) that thie conquest will take place--in part--at the cost of the 
socialist countries, The objective conditions for this are given because 
the affected part of the population of the developing countries making ad- 
vances in the export of industrial articles is learning rapidly, they have 
or can easily obtain the raw materials, costs are lower (due to the low 
level of wages), and the developing countries enjoy many preferences on 
the markets of the developed capitalist countries. 


Naturally, in the event of a clever and active trade policy the potential 
competitors could become cooperative partners. 


But it is questionable whether we can find the organizational and coopera- 
tion forms which would be sufficiently advantageous for both sides (to be 
more precise, more advantageous than other possible solutions) and offer 
sufficient protection against the consequences of temporary political ten- 
sions and cyclic changes. 


Concerning the External and Internal Components of World Market Competition 


World market competition extends to very many types of interdependency, in- 
cluding: 


--recognizing (forecasting) in time the needs, situations and possibili- 
ties and decisions which will transform the recognition into social- 
economic action; 


--the technical level, quality, prices, variety, the primary materials used, 
the abilities and experience of the labor force, accommodation to the spe- 
cial needs of the customer, delivery time limits, reliability (reputation), 
follow-up supply, service and other services; 


--marketing (sales) innovations. (I think that it is not necessary to 
prove that innovation, the modern and the backward, are possible in market- 
ing methods too and that marketing methods have a strong effect back on 
production.) 
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If world market competition extends to so many ee of factors and inter- 
dependencies and if our economic development depercs to such a significant 
degree on ite development then it is obvious that the real competition takes 
place not only in regard to goods and services, prices and quality, modern- 
ness and accommodation to the needs of the user (customer) but also between 
those national economies the dynamic capabilities of which are reflected 

by the aforementioned goods and services. Under socialist circumstances 
this interdependency is open and direct; in the case of capitalist coun- 
tries it ie more transposed and less direct. (In thie study I do not want 
to go into an analysis of the differences and deviations in connection with 
this because they do not affect the message and conclusions of this study.) 


Speaking of national economies I am not thinking in this connection pri- 
marily of the material goods created thus far and accumulating in the 
course of development but rather of those dynamic capabilities the level of 
which ie reflected by the goods and services appearing on the world market. 
I mentioned dynamic capabilities because great significance must be attri- 
buted to the tasks set by situations and requirements because it is ob- 
vious that there must be a harmony between capabilities and tasks. The 
dynamic capabilities of national economies derive from a broad background; 
they include those components, interdependencies and mutual effects of so- 
cial, political, cultural and ideological capabilities which are connected 
to the economy. 


In addition to the significance of interdependencies and mutual effects 

one must also emphasize that naturally the capabilities mentioned have 
functions, situations and effects which are independent of the economy too, 
and vice versa; components which are not "purely" economic play a substan- 
tial role in the development of the capabilities of national economies. 

But the interdependencies and mutual effects are not limited to those cases 
where the capabilities mentioned (social, political, cultural and ideolo- 
gical) are put into motion in connection with economic questions; they also 
exist (in an indirect form) at times and in situations where these capa- 
bilities are being expressed within the framework of their own immediate 
functions. It is also obvious that the goals, tools and structures created 
to take care of the immediate functions also have an effect on the social 
fitting in of the economy. Naturally social activity is a substantially 
broader and more complex concept that the economy because a society also 
has non-economic functions, movement systems and aspirations. But it is 
obvious that the basic principles and structures, or the concrete movements 
thereof, adopted by society in the form of the political system, have, in 
the interdependencies and mutual effects of social activities, a strong 
influence on the place and role of the economy in society. The education 
and training system has a great effect on the abilities and preparedness 

of the labor force; the guidance and decision system defines the zones 

and frameworks for economic movements; the order and development of scien- 
tific research influence the innovation capabilities of the economy. It 

is obvious that the level of development and the zones of the information 
systems influence the ability of the economy to survey the expected develop- 
ment of world economic processes. 
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The foreign policy ®evement scope of a state and its place within the in- 
ternational political system substantially influence the foreign economic 
possibilities of each national state, 


These references to interdependencies and mutual effecte=-far from complete=- 
aleo prove the correctness of the proposition that national economies 
participate in world market competition not only on the basis of economic 
capabilities and processes in the stricter sense. Via the economy or 

via the effects (mutual effects) on the economy the competition ie partici- 
pated in by all those social, political, cultural and ideological activities 
(factors) which eet or influence the frameworks, zones and conditions of 
the economic processes. Thies proposition should be supplemented by noting 
that different economic power relationships and developmental levele etand 
behind the competitore appearing on the world market. It is obvious that 

a mall country with relatively limited economic strength--having « emall 
share of the market=-ie not able to influence world market conditions or 
supply-demand relationships, ie not able to acquire new markets or offer 

to ite customers the advantageous credite needed to force out competitors. 
From the strictly economic viewpoint undertakings or economies at a middie 
technical level have a disadvantage to start with as compared to their 
competitors with greater economic and technological power. They must 

make up for these disadvantages in those spheres and activities which are 
in large part not strictly economic. These include greater flexibility, 
which depende on the action sones guaranteed to the economy; the ability 

to make speedy deliveries, for which suitable free capacity and swift de- 
cisions are needed; better preparedness and capabilities of the labor force, 
which depend on the education system; better innovation capabilities, which 
depends on the information flow of society. On the basis of what has been 
said it te obvious that in etrengthening the competitiveness of the Hungar-~ 
ian economy greater significance attaches to the non-economic components 

of competition than is the case for countries and undertakings which are 
economically stronger. 


Factores Endangering Our Competiveness 


In what follows I would like to speak about a few componente of the func- 
tioning of our economy and of the social condition system defining it 
which especially endanger our competitiveness in the world economic or 
world market sense. 


4. As ie well known, our economic organizations were formed in a period 
when we did not yet have sufficient experience, when we did not yet know 
the nature of soctalist economic relationships and when, as a result, the 
projection of the picture of the future still played a crucial role in 

the development of the organizational torms. The projection of the picture 
of the future was accompanied by an underestimation of commodity, money 

and market relationships and by a schematic interpretation of the role of 
production. As @ result the economic organizations which were created vere 
centered on production; they did not recognize needs, the market, the 











Marketing poseibilities as the starting point for economic organisation, 
they were organized horigontally (and not vertically). In addition, there 
has been a revolution in the theory and practice of economic organization 
in recent decades which, naturally, wae only accelerated by computer tech- 
nology. 


Thus ene of the cructal conditions for maintaining or improving our com 
petitivenese is the development of organizational forme which are in harmony 
with modern organizational principles, technology and marketing methods. 


b. We excessively tie down production capacity at the beginning of the 
(medium or short-<range) economic periods. Thies phenomenon is interdepen- 
dent in part with the shortage economy psychosie and in part with a seche- 
matic (false) interpretation of planning and economic security. Shortages 
lead to the logical seeming conclusion that all capacity must be used to a 
maximum in order to overcome them. But this argument would stand up only 
if capacity and needs coincided. But in our case 4 significant part of the 
shortages can be attributed to the fact that we do not have economic or- 
ganization unite and forme suitable for satisfying the broad range of de- 
mands on the service and commodity market. The full burdening of production 
capacity makes the economy inflexible and insensitive to changes. In ad- 
dition, there is an attempt to more completely burden capacity not only in 
regard to plants producing finished products (assembly plants) but also in 
the entire vertical structure producing semi-finished goods, subassemblies 
and parte. 


Tt is obvious that foreign economic organizations backed by such an inflexi- 
ble production background cannot be capable of flexibly satisfying world 
market demand (adjusting to the competition in delivery times and other 
respects). 


c. As @ result of the state guidance of the economy our decision making 
system is slow, through-put times are extraordinarily long, the decisions 
are made at a very high level far from the real economic processes and 
there is much parallelism and duplication in them, which washes away the 
responsibility not only of the individuals participating in the decisions 
but aleo of the institutions. After the beginning of the plan period the 
organs making the decisions do not have at their disposal either real ma- 
terial assets (credits and capacity) nor manpower. According to their sub- 
ject the decisions are economic ones but according to their motives they 
are not because the organizations making the decisions are not acting under 
the influence of economic relationships; they do not have the interest, 
they cannot make a profit, they do not undertake risk, and at most they 
have only a moral interest in the outcome. It is obvious that such a deci- 
sion making system does not aid but rather holds back the work of those 
economic undertakings which must participate in the world market competition. 
For this reason the decision making system must be re-examined--keeping in 
mind the economic requirements and conditions. 














¢d. In the past the political-ideological requirementea and the expectations 
of public opinion encompassing and influencing the economy did not always 
ensure to the economy the movement scope needed for rational action, In 
the course of our economic development thue far the rational action (matur= 
ally in the dynamic sense) based on economic relationships was not alwaye 
in harmony with the various political<-ideological requirements and social 
expectations. These requirements and expectations derived from a projec= 
tion of the future and not from an analyeiea of the economic relationships 
and possibilities, These requirements and expectations represented limi- 
tations, prohibitions and forced situations for economic action. Thus, in 
the course of development, there often occurred steps which were hurried 

or which went beyond the real possibilities--from the economic viewpoint-- 
and these produced deficits, balance problems and “lost profit" (profits 
which were missed). 


(Most recently this has happened primarily when cautious economic leaders, 
fearful of a temporarily or locally unfavorable political judgment, post- 
poned taking etepe which could have led to considerable profit.) 


From the nature of things there are there will be in the future “politi- 
cally sensitive zones” for economic action. But it would be a serious mis- 
take to think that in the event of a clash or apparent clash of political 
and economic interests the economy must automatically give way and make 
concessions--under the consolidated social relationships. In a consoli- 
dated society political aspirations can be successful only if they are 
economically well founded and supported. On the other hand, in the event 
of balance deficiencies and the inadequate functioning of the economy the 
needs of the populace and of the economic cycle cannot be satisfied and 
sooner or later thie will lead to political complications. 


In our day the opinions and ways of thinking about the relationship of 
politics and the economy are more realistic but for this very reason ve 
must remerber that there will be politically sensitive zones for economic 
action in the future (in the decades ahead) so it seems proper to predict 
and clarify these problems and situations--with the aid of appropriate 
ecientific research. 


Concerning A Few Non-Economic Componente of Economic Development 


In conclusion I would like to talk about a few non-economic factors of 
economic development. If our relationship to the economy is to come closer 
to what is desired there is need for a rethinking of the possibilities and 
limitations hiding in the nature and movement system of the non-economic 
factors too. 


There is an especially burning need for such an approach today when eco- 
nomic development has become so complex and contradictory, when epochal 
changes are taking place in the world economy and when the dependence of 
our development on that of other economies has reached 4 magnitude never 
before known. 


























Ameng these factore I would like firet to touch on questions interdependent 
with the state guidance of the economy, 


The abolition of the direct plan directive system represented a gratifying 
turn in the relationship of economy and law, from the nature of things 
thie system had placed the coercive elements of the law in the foreground, 
Since then we have found that the more developed (and more complex) rela=- 
tionshipea which have been created have given room for a more progreseive 
interpretation and functioning of the law. (Naturally, I am thinking of 
legal questions interdependent with the economy because thie ise interde- 
pendent with what I have to say.) But to 4 significant extent the guid- 
ance of the enterprises is realized amidet etate administrative form-- 
via regulations. Tt ie a peculiarity of the situation that we--unlike other 
socialist countries--do not have middie level guiding organs. At first 
approach these middle level guiding organe appear desirable economically 
because in this way the regulation of economic processes would be realized 
via economic organe. From the side of law thie situation is called “de- 
centralization.” But if we go more deeply into thie interdependency we 
see that the middle level guiding organe embody a very great, bureaucratic-- 
monopolistic--economic power and not only do they endanger enterprise in- 
dependence but also they prove siow and clumsy in satisfying needs, in 
adapting to changing conditions, in flexibility and in the speed of their 
decisions. In addition, they are not built “upward” from the economy but 
rather are built “downward” from state administration. 


There can be no doubt, however, that state guidance of an accelerated 
economic development and model oriented toward the world market raises many 
objective problems. In the present situation, and in the decades ahead, ve 
can only etart from the following: 


a. the economy today is 4 source not only of possibilities but also of 
internal and external dangers; 


b. in this situation not a single essential question can be solved with 
the old approach; and 


c. the guidance, leadership and decision making system must adapt to the 
nature and situation of the economy and to the requirements of competiveness. 


Starting from these basic principles it seems justified to re-examine the 
relationship of estate guidance and the economy, making use of joint scien- 
tific efforte and interdisciplinary methods. The question arises: How 
can one, indeed can one at all separate statehood, in the political and 
economic sense, so that the decision making and guidance system vill accom- 
modate to the nature of the economy while maintaining the unity of the 
state or statehood’ 


The Taske of Fducation and Training From the Economic Viewpoint 


It ie well known that in certain areas and taske labor and capital can ra- 
tionally replace one another. Foreign studies prove that there is a weak 











correlation between productive ability and intelligence, It te obvious 

that in countries poor in capital and raw materiale a highly qualified la- 
bor foree (that ie, one with the beat capabilities) can have an especially 
great role in estructural change, in technical development and in adapting 
to the international economic cirewmstances, It must aleo be noted that 
bullding up mechanised systems for certain intellectual work, operating thea 
according to needs and possibilities, understanding complex world economic 
interdependencies and surveying the interdependencies and mutual effects 
among various activities require more not only quantitatively but aleo 
qualitatively, 


These requirements suggest that it would be justified to review in a com 
prehensive way our education and training syatem from the economic view- 
point (that is, from the side of social needs). 


The soctal-economic role of education can be formulated in different ways. 
There are those who etress that the diploma (the training) is proof of hav- 
ing acquired professional knowledge and gives one title (the right) to fill- 
ing higher level positions. Othere--thie is a rere formulation in socialist 
countries--regard education and training ae a selection (filtering) tool 
even if the selection ie not tied to excessively high or firm requirements. 
1 feel that the most modern formulation, the one most useful from the view- 
point of soctety, te that the chief task of education is to develop those 
abilities and talents which will make it possible for the members of society 
to be able to act and live rationally with the accelerated development amidet 
the increasingly complex political-economic relationships. The development 
of abilities and talents represents the only humane and rational possibility 
for a highly trained labor force to renew iteelf and others in thinking and 
behavior through four decades (the time served after winning a diploma) 
amidst the conditions of accelerated development, the swift obsolescence 

of information, the increasing social mobility and the change of generations 
which is accompanied by significant tensions. This aleo means that it is 
not useful to choose 4 career too early (at the age of 14 years) and that 
we gust build within the echool system channele which link one system to 
another. 


Special care must be given to the free unfolding of abilities. The social- 
ist society and economy will need more and more creative talents who think 
independently, and understand the relationships surrounding them in order 
to overcome their historically inherited backwardness and adapt in 4 modern 
way to the changes of history, world politics and the world economy. 


Naturally the education of talent cannot be the exclusive viewpoint in «a 
socialist society and education system. In addition to ensuring equal 
opportunity care must be taken--for humanitarian and necessary reasons, 
in accordance with the nature of the system--to protect and aid the 
weaker. An atmosphere made more creative by those with talent can help 
even the mediocre to rise to a higher level. 








In any case, from the viewpoint of the economy it gust be emphasized that 
it te not possible to stand one's ground in the economic competition with=- 
out creative, enterprising experte ready to take riske and thinking in a 
combinative manner! 


A New Place for Setence in the Social Structure 


The role of science quest be conceived of in 4 new way in 4 system of new 
economic and social structures and needs too. No longer can the take of 
science be limited to the mere development of knowledge, explaining and in- 
terpreting the situations which have developed or proving the coherence of 
various theortes, Ite chief task ie the preparation of action systems serv- 
ing the interests of society. There will be much greater need to carry 

out thie task @han there wae earlier when sensible routine actions could 
etill be useful. Now we stand before an age in which we must approach the 
phenomena and tnterdependenctos which have developed in a creative spirit 
because they differ from former ones in their components and effects. Co- 
operetion in the preparation of action systems--ae I have already said in 
my comments on economic eclence--will require the development of interdis- 
ciplinary methods, not only among the several branches of the social 
sciences but aleo between the social sciences and the natural sciences. 

In the solution of social-economic probleme one must alwaye consider the 
entire range and effects of problems extending from the symbiosis with na- 
ture through the geological location of raw materials to the increasing 
application of technology. In addition, the utilization of the achievements 
of natural science and technology raises very many social-economic problem 
which appear not only in the industrial branches (economic branches) co- 
operating in their application but aleo in problems interdependent with 
the fundamental operational conditions and order of value of society and 


the economy. 


Taking into consideration that we must maintain ourselves in the world 
economic and world market competition and the fact that the conditions for 
#0 maintaining ourselves depend primarily on science, we come to the conclu- 
sion that in the decades ahead science must play an orienting, renewing 

and creative role. 


It guet know, directly and indirectly, the needs of society and it must 
help in planning the actions directed at improving the situation. It 
must aleo be noted that thousands and tens of thousands take part in ac- 
tion; a8 4 result of this we must build up new channels for transmitting 
information lest « gap arise between science and public opinion which can- 
not be permitted in a democratic society. 


It gust also be noted that the propesitions and conclusions of the social 
aciences serve the interests of all society but often, even in a socialist 
society, they clash with developed or even rigid structures, well estab- 
lished particular interest relationships, which are protected by a com- 
bination of power and ideological methods. This circumstance always 








represented a disadvantage to the cultivatore of the social sciences whereas 
everyone (including the power and the etructures) regarded the discoveries 
of natural ectence as useful--since the industrial revolution, (In part 
this was interdependent with the fact that they did not yet recognize the 
soctal effects of the natural ectence-technical discoveries, or felt them 
to be distant in time.) 


So everything must be done in the interest of the freedom of social science 
research because otherwise we may be 5-10 years late with the introduction 
of every new factor and this cannot be permitted under present interna- 
tional and economic circumstances, 


Society and the political leadership must see clearly what can be expected 
from science. The dialectic of social-economic development proves that 
there ie no “problem-free” soctety. The solution of every mature problem 
ie accompanied by the appearance of new problems. The greater our knowl- 
edge, the more interdependenctes we recognize; so action becomes more 
complicated. Increasing knowledge and development are accompanied by in- 
creasing uncertainty; progrese has dangers and risks. This very complex 
situation, however, requires greater responsibility and cooperation from 
sctence. 


So realizing the economic policy basic and guiding principles outlined by 
the 12th congress will require great and coordinated efforts from scien- 
tific research, from the economy and from the institutions which influence 
the situation and movement system of the economy. We are coming to face 
the problematics of a mature socialist society which wants to achieve a 
higher degree of development, taking into consideration the requirements 
of world economic competition. But solving the complex problems and in- 
terdependencies of a mature socialist society requires not only and not 
even primarily enthusiasm and optimiem; rather it requires understanding, 
expertise, a comprehensive knowledge of relationships and value systems, a 
many-sided overview of international economic interdependencies, creativity, 
an enterprising spirit and similar things. 


But the economic action program in che process of formation is sober and 
realistic in the sense that it is clear about the possibilities and the 
limitations on action. There are no unlimited possibilities even in a 
socialist society, although it was believed that there were in that roman- 
tic age which led into terror. The possibilities in the economy are never 
unlimited; if they were there would be no need for management. Goals must 
be set in the interest of development (although even these limit one ano- 
ther) and the goals must be compared with the means available, which can 
never be limitless in this finite world. We do not have to be “chagrined” 
because of the limite--whether they be the limits of the economy or the 
limite of the political power--because without limits there is no rational 
action. I believe that the present stage of self-awareness, the maturity 
of the socialist soctety, the comprehensive knowledge of our relation- 
ships and the abilities and readiness of society provide a foundation for 
renewal eo that we can hope for the realization of the great national ac- 
tion program which has been mentioned. 
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ENTLAPRAISES FINDING COOPERATIVE SOLUTIONS TO LNCREASE PRODUCTIVITY 
Budapest NEPSZABADSAG in tiungarian 16 Aug 860 p 3 
[Article by Judit Kogma: “Productive Associations") 


(Text) “Do it yourself if you don't have « servant,” goes the saying, and, 
seeing ite wisdom, we are sometimes obliged to undertake taske which we 
would @uch rather entrust to professionals. However, if they are simply 
not available, for example, if the electrician has promised to come five 
times and never comes, whet elee can a man do: join the “Do it Yourself!" 
movement. it will probably be done less skillfully, and in addition will 
take longer to do, but at any rate it will be done. 


lt all of this happens with a simple citizen, it can be disregerded. But 
if the "vo lt Yourself" movement offers industrial enterprises the only 
possible route to finish certain work, it can cause a great deal gore con- 
cern. 


Conspicuous backwardness 


Still, a good many enterprises are unavoidably forced to do this. After 
all, uninterrupted production unconditionally needs, for example, campo- 
nents, machinery, and work performance which can simply not be ordered 
from anyone. Or, if there were such a possibility, be would sot sake 
shipments in time or sot in the necessary quantity and quality. If by 
chance someone accepts an order, he will refer to the economy of large- 
scale production and will only be ready to sign a contrect for several 
times the needed quantity. 


However, the absolute lack of assurance of contractual ties and definite 
services inevitably forces the enterprises to become equipped for acti- 
vities which do not fit their profile. For example, they are forced to 
produce cogwheels, bolts aud axles, and gore than once to prepare special 
components, to repair carts, to wind coils, and this series could be con- 


tinued for « long time. 








waturally these are very detrimental situations, Actually in the majority 
of cases the proper industriel background, production techniques and exper- 
tise are lacking for side activities of thie type. Work of thie sort is 
thue not so much production as “makeshift” in which more than enough nen 
are really kept busy, #0 that production is considerably impaired. 


ihe international comparative inepection, which the heavy industry enter - 
prises carried out in 1976, unanimously showed Chese consequences, In 

the tiret place they showed that the production of our domestic plants is 
considerably behind the leading enterprises of the industrially developed 
countries, by a much greater extent than the Hungarian industrial cechni- 
cal level and technical equipment would jus*ify.Among other things, it is 
very clear that our backwardness is not primarily in direct production 
processes, but rather is striking in the production servicing areas, For 
example, a comparison of the Hungarian-GDR chemical industries will show 
thie graphically, In the GDR approximately 55-60 percent of the enterprise 
etat{ participates in the direct production process, while 40-45 percent 
provide the other service activities, shipping, waintenance and er 

work, io our country the proportion is the reverse of this, an ‘\« 
proportion of those performing direct productive work is relative\y small. 


Promising Programs 


Thus, it is not so much a lack of modern technology which is lying hidden 
behind the production differences, since our most productive factories pro- 
duce just as many products with a much larger staff than the foreign 
enterprises serving as a base for comparison, but rather the improper orge- 
nization within the enterprises and the ties between enterprises. 


These observations have established the 10-year programs to raise produc- 
tion, developed by the heavy industry enterprises. The enterprises set up 
the goal of reaching the current leading international production level by 
1965 at the latest. According to calculations the time portion of the pro- 
gtam has materialized, and although the development of the enterprises has 
naturally not been of an identical extent, altogether in 1980 30,000 fewer 
are working in this branch, compared to the original calculations of the 
fifth 5-year plan. Along with this the activity of a number of enterprises, 
including the Bakonyi Beuxitbenyak, Dunai Koolajipari Vallalat and Tiszai 
Vegyi Kombinat, was striking, and is already approaching the best foreign 
factories today. 


Most of this is due to the fact that the enterprises took seriously techni- 
cal and organizational solutions, and assigned an important role to those 
things by means of which the personnel demands of production could be re- 
duced and the special auxiliary processes could be better organized. For 
example, a good number of enterprises, with the assistance of foreign orga- 
nizers, have significantly increased their productivity, and in many places 
have developed wage systems to stimulate better production, have applied 
ingenious small machinery and have implemented effective innovations. 





someting has happened in almost every enterprise, and heavy industry is 

no exception Lo the general phenomenon. These methods have been mentioned 
at various exchanges of experience, but the majority of them have continued 
to remain outside the Lactory gates, although their application elsewhere 
would have brought a great deal of utility, 


Naturally there have been exceptions, For example, some enterprises have 
established maintenance cooperation, within the framework of which they 
help each other with personnel, machinery and equipment in the case of 
peak repair times or unexpected deficiencies. Cooperation between bauxite 
and coal mining has also been successful. The use of the chamber-face 
methods applied in bauxite mining increased productivity in coal mines 

of a similar nature to a large degree. The lack of similar initiatives 

by themselves do not markedly interfere with an increase in productivity, 
but these few examples do show that there are very lerge reserves in 
closer collaboration between enterprises, 


Let Good Methods Spread 


Recognition of this fact led to the implementation of a specific organiza- 
tional form in heavy industry: the productive association. The first 

was established on the other side of the Danube 1 year ago with the cocpe- 
ration of 16 heavy industry enterprises, 2 foundry and machine industry 
enterprises, 2 construction enterprises, research institutes and the 
Veszprem Chemical University. The second came into being 1/2 year ago 

in Budapest with the participation of 16 enterprises, while the third was 
established in the recent past in the northern Hungarian areas. The last 
is worthy of special mention because the narrow branch barriers were suc- 
cessfully crossed here, and 16 plants belonging to other departments joined 
12 heavy industry enterprises. 


This specific development of enterprise cooperation was also aided by 
foreign experience. Organizations which regularly follow the development 
of productivity attentively and help in raising the productivity of enter- 
prises are coming into existence in almost every developed country. The 
European Association of National Production Centers regularly reports on 
productivity, and this was a good point of departure for specifying the 
technical area of domestic associations and for developing their organiza- 
tion. 


On the basis of voluntary participation the productive associations orga- 
nized have undertaken a wide range of tasks, with due attention to foreign 
experience and naturally to domestic needs and possibilities, For 
example, they regularly follow the development of the international and 
domestic level, make comparative inspections, take part in developing 
scientific methods and spreading them, and in general strive in every pos- 
sible way to encourage closer connections between enterprises. 
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Une of the most obvious possibilities is the acceptance and spread of 
successful methods worked out in individual enterprises. There have been 
many exampies of this in the past year, Not only have the enterprises 
studied the so-called event-oriented maintenance method, which reduces 
maintenance time and expenses by 10-15 percent, developed in the 
Szekesfehervari Konnyufemmu, but a number also want to implement it. A 
ereat deal of interest was shown in the conference dealing with a review 
of tour kinds of wage systems, organized in the association on the other 
side of the Danube, In more and more places they are reviewing and apply- 
ing experience in energy economy, and Taurus, for example, will achieve 
an energy saving of about 300,000 forints in the second half of this year 
by applying technical control methods developed within the association 
framework, 


but there are not only applicable methods in other places, but useful 
equipment can also be found elsewhere in individual enterprises. For 
example, the Koolajipari Gepgyar is buying a plasma-cutting machine which 
will then be jointly used by three other factories. Thus these three 
enterprises will avoid buying the machine, and the owner will be able to 
operate the machine nore economically. 


“Let's Do It Together!" 


Of course for all of this it is necessary to know what is needed, or what 
the possibilities are in another enterprise. Thus in the Fejer megye the 
Bauxitbanyak and the Bakony Muvek “became acquainted." The result was the 
Multicar mine vehicle. The bauxite mine and the Autokozlekedesi 
Tanintezet developed the vehicle together. It requires little room, is 
manueverable, self-loading, and suitable for carrying both freight and 
personnel. In this way it can be used, not only in mines, but in enter- 
prises, as a material-handling machine. However, the Bauxitbanyak in the 
Fejer megye was unable to undertake the production, but the Bakony Muvek 
had the necessary conditions, and it is already in large-scale production. 


There are also less striking results of mutual acquaintanceship. For 
example, the Egyesult Vegyimuvek handed its unused and superfluous scaf- 
folding equipment over to the Budapesti Koolajipari Vallalat, where in- 
vestment work would have slowed down without it. The Vegyepszer, the 
Kobanyai Gyogyszerarugyar, the Dunai Koolajipari Vallalat and the 

Egyesult Vegyimuvek transferred various iron sheets, tubes and collecting 
elements worth 300,000-400,000 forints to one another, and assisted in 
their maintenance. Aid of thie type rendered daily is at least as signifi- 
cant for the association work as the form of cooperation already mentioned 
with its gubstantial usefulness. 








tude alu provided dally, moat of At really nothing more Chan ilre- 
Lighntiog and overcoming sudden dilticulties resulting from a lack ot 
Organization, inevitably revives the suspicions following the formation 
of associations; What ie this newer organization for? Why is there an 
association tor the work which should proceed by itself according to the 
normal order! 


While there is close cooperation between enterprises, the joint work of 
experts working in individual plants does not yet in general belong to 

the daily order of things, although this is the only way that the "Let's 
Do Lt Together!" movement can replace the "Do It Yourself!" slogan, and is 
one of the indispensable conditions for an increase in productivity. The 
productive associations can serve as an example of this. 
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FARMS ATTEMPT TO OFFSET HIGHER COST OF INPUTS 
Budapest FIGYELO in Hungarian 20 Aug 80 p 11 
[Article by Dr Laszlo Nemeti: "Cost and Re + e Ratios in Agriculture”) 


[Text] The production increase attained in agriculture is realized from 
year to year at a greater material expenditure and a greater investment 
of fixed assets. The cost of materials used in agriculture between 1968 
and 1978 rose about three-fold, while the gross stock of assets doubled. 
The ratio of material cost in 1968 was 68 percent of gross production 
value, and in 1978 it was 65 percent. But the material cost ratio of 
agriculture on state farms reached 80 percent by the end of the period 
under study, and on cooperatives it also approached 70 percent. 


The ratio of net production values, including wages and individual incomes 
as well as net income, declined from 48 to 35 percent. But in the agricul- 
tural activity of state farms, this ratio was only 21 percent, and in the 
common production of cooperatives, 31 percent. 


Why the Decline? 


In the ratio decline of net production value a role is played, of course, 
by the rapid erosion of the number of agricultural workers and the lower 
net income content in agricultural producer prices. The wage income con- 
tent of agricultural producer prices is about one-third of the national 
economic average. Thus the increasing use of industrial materials, be- 
cause of the varying revenue content, further limits the revenues of 
agricultural production. 


The change in the cost and revenue ratios is also indicated by the fact 
that the net income content of the agricultural operations’ gross produc- 
tion value is gradually declining. While in 1968 the net income content 
in 100 forints' worth of gross production value came to 10.7 forints-- 

an outstandingly high 15.2 forints in 1969--it did not come to even 10 
forints in the excellent production year of 1977. In 1978, it declined 
to 8.9 forints. The revenue decline is even more significant if we com- 
pare it to material costs. Net income per 100 forints of material cost 
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fell in the 10-year period under study from 20.4 to 13,7 forints. Thus, 
with the change in the cost structure, the profitability of agricultural 
operations gradually worsened, 


in 1968, agriculture used about 2 billion forints' worth of driving and 
heating fuel. In 10 years this has doubled, and meanwhile prices also 
rose twofold, Thus the agricultural operations had to spend about four 
times as much, about 8 billion forints, to acquire these products. Fer- 
tilizer costs tripled, while the cost of herbicides rose nearly sixfold. 


Fodder has a 44 percent share in agricultural material consumption. The 
volume of consumed fodder increased 43 percent in 10 years, but in the 
meantime foddering costs increased almost twofold. 





Table 1. Gross and Net Production Value and Material Costs of Agriculture 
in 1978 (1968 = 100) 





Gross Produc- Crop Pro- Livestock Material Net Produc- 





tion Value duction Breeding Costs tion Value 

State farms 200 180 223 228 137 
Privately owned 

agricultural 

producer coope- 

ratives, joint 197 187 217 236 144 
Other farms 188 163 208 233 158 
Total 194 179 214 233 150 





In all three agricultural sectors, the development of the material- and means- 
intensive livestock breeding branches was faster than in other sectors of 
agriculture. The more rapid increase of material costs than of gross pro- 
duction value was also expressed by the slow change in net production value, 
which is shown in the following graph. [see next page] 


In the foreseeable future we can count on a further price increase in 
material costs and particularly in industrial materials. This is also 
indicated by the fact that as a consequence of the 1980 price changes, as 
compared to the il percent rise in producer prices for agricultural pro- 
ducts, the price of fertilizer rose by 16.6 percent, herbicides by 21 per- 
cent, parts by 24 percent, energy by 36.5 percent, and irrigation water by 
500 percent. Thus in the future the efficiency of agricultural production 
will be most strongly influenced by the price of industrial materials, 
their quality and their rational and economic utilization. 
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fut the cost and revenue relations of agriculture are influenced not only 
by the individual sectors, but aleo by the varying cost and revenue ratios 
f the branches a6 well, 


In the period under etudy the yield of wheat and corn has increased sig- 
nificantly, and thue the increasing production costes have been largely 
countered by the rise in yields, and there was a lesser need for price 
increases. At the same time in the case of sunflower and sugarbeet, given 
the slight rise in yield, the provisions for a return of the increasing 
material coste and the profitability of the producer incentive had to be 
assured primarily through price increases. As is evident from the data 

in Table 2, the profitability of wheat and sunflower has declined signif i- 
cantly while that of corn and sugarbeet has increased. With this, however, 
only the earlier imbalances were evened out, and in 1978 the revenue per 
100 forinte of cost was approximately equal in the 4 branches. 


Table 2. Profitability of Certain Arable Land Crops in 19786 (1968 = 100) 
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Wheat Corn Sunflower Sugarbeet 
Yieid 165.4 148.9 116.1 103.2 
Production value 162.5 185.9 176.3 178.4 
Production cost 217.1 178.1 222.8 148.8 
Revenue per 100 46.9 125.0 51.9 257.1 


forints of cost 











Materia: cost hes iherfeased in 4 fReoteworthy way. At the same time, as 
a fesult of latpeewscale technical development and industrial material 

cofeumption, live work utiligation declined within 10 years by 9) per- 
cont in the case of corn, and 73 percent in the case of sunflower and 

sugatbeet, 





Agticultural production which is based on modern technology depends 

more and more on industrial production, With the present price policy=- 
when an increasingly greater share of industrial materiale and means 
become free price productsa==-the rapid price increase of materials of 
industrial origin may cause difficulties in agriculture, since 85 per- 
cent of the products that belong here, precisely because of the price 
stability of the basic consumer items, fall under the category of maximum 
or fixed price commodities, Thus we are unable to pase on the greater 
share of the price increase in agricultural operations and industrial 
materials and means, 


The Production Structure 


One of the most important problems of our economic policy is the develop- 
ment of an economic production structure, In view of the fact that in 
agriculture the coset and revenue relation of grain and several weli- 
mechanized crop production branches are «till more favorable than average, 
it may be expected that their production will be able to be stabilized in 
the coming years. This is also justified by the more favorable world 
marketing possibilities and the economy of these products. With the 
rapid production cost increase and the significant narrowing of machine 
price supporte, the 1980 price measures may hinder technology replacement 
in the most machine-intensive branches of corn and sugarbeet production. 
Therefore, improvement in the profitability relations of these crops 
remine a central task. 


We must analyze in greater detail the problem of the development of the 
livestock breeding branches since the increasing industrial means and 
material prices are strongly influencing their profitability. The in- 
crease in the crop production costs through fodders will also burden 
livestock breeding. Since the price of the products is defined primarily 
by coste, the rapid rate of increase in industrial means and material 
prices will in thie way continue to lead to a rise in the purchasing 
prices of agricultural producte. 


The stability of prices of food, which form the most important part of 
total consumption, is also a function of the development of agricultural 
production costs. Therefore, the domestic industry can be of service 
through the manufacture of inexpensive and good quality resources and 
materiale, while agriculture can be of service with their utilization in 
an economic way. 
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ENTERPRISE STRUGGLES TO PREPARE NEW FIVE-YEAR PLAN 
Budapest NEPSZABADSAG in Hungarian 3 Sep 60 


|Article by Dr Janos Polonkal: “Enterprise le Preparing a Five-Year Pian, 
Experiences of the Gane Electrical Works") 


{Text} in the third quarter of 1960, planning operations to set the enter~ 
prise management goale at the Gane Electrical Works for the Sixth Five-Year 
Pian will be completed. The change in the economic environment, principally 
the worsening of the terms of trade and the intensifying international compe- 
tition, have modified the requirements for medium-term planning, and it demands 
of us 4 new outlook and methods. 


if | were to compare planning work to target practice, the change of circum 
stances is characterized by the fact that while in the previous five-year 
plans we had to aim at a slowly moving target, we gust now fire at objectives 
that pop up unexpectedly. (We must become accustomed to the fact, for example, 
that export-import prices and foreign exchange rates as well change frequently, 
and sometimes significantly, and more and more these factors influence the 
domestic profitability of these products.) Now in our plans we need to work 
minimally with firm figures, and seek rather to define clearly the range 

in which we can flexibly adjust to changes. 


The Upper and Lower Limits of Demand 


Greater flexibility is aleo made necessary by the fact that in 1979 a total 
of 22 percent of the production at the Gang Electrical Works went for export 
on capitalist markets, 10 percent for socialist export, and 68 percent for 
meeting domestic requirements. Several years ago our total export hardly 
came to 10 percent, that is, the enterprise produced mainly for the domestic 
market. Under the Fifth Five-Year Plan the development was dynamic; the 
annual rate of production growth was between 10 and 15 percent, and between 
1977-1980 it realized an investment of 750 million forints. 


in the initial phase of planning 4 year ago, we came up with preliminary 
development ideas which were useful in that we had to examine the technical- 
economic situation and marketability of our product groups and search for the 
possible main lines of development. in the following phase of our planning 
work the emphasis was on establishing market requirements. 








ihe sufvey of dofteetic Rafael Fequifements ts How substantially More difficult 
that Delofe Decause Meet of the purehaserfs (fom the Gane 

de HOC how how Guch Money they will Nave in the nent 5) yeare, although in this 
Case Wwe afe Speaning of investment products with a iong completion time, 
ehetgetice equipment, electric failway equipment, ete, Therefore, in indicating 
doteetic Fequife@ente in advance, we have used methods different from the usual, 
Fitet of all, we fesearched those products for which our biggest buyers, that 

is the electric energy industry and MAV [Hungarian State Railways), will 
detinitely have a feed, (Without Feplacing equipment that @ust be discarded 
without further delay, the economy's cifreulation would be stopped, ite supply 
of electricity and failroad transportation would cease). We can regard this 

as the lower limit of demand, The upper limit in our plan is that sum which 
our customers are for the time being planning to invest if they have enough 
money for the investment, 


The difference between the lower and upper limit accounted for in the planning 
of the enterprise vaties by product groups, For example, while the variation 
in products required by MAV was within 10 percent, it reaches 30 to 40 percent 
in some kinds of energetics products, In the course of planning we sought, 

and are etill seeking, gradually to reduce this difference with the acquisition 
of pew information, We believe that in the survey of domestic demand we can 
within 5 years tolerate a difference of 10 percent, but not more. in demand 
we aleo Measure, of course, whether we can meet import competition in price. 


While domestic demand can be estimated relatively exactly and the buyers’ 
intent is quite recognizable, it is not possible, because of its dimensions 
and unpredictability, to measure the capitalist market with such methods. 

lo be sure, we have called on experts to make market surveys for us, and we 
have acquired foreign trade enterprise information, but we did not regard ali 
these things as reliable enough for us to base our planning on thea. In 

the course of specific analyses we came as a matter of fact to the conclusion 
that our export possibilities are Limited not directly by the magnitude of 
the market demand, but decisively by the competitiveness of the enterprise. 
According to our calculations, it is on one hand through primary cost reduction 
based on technical development, and on the other hand through broader primary 
contractor activity that we can improve the competitiveness of the enterprise 
to the extent that it will gmake it possible to increase the exports of the 
Gane Electrical Worke by about 10 to 15 percent. The market will not set up 
barriers to euch an increase, but we gust count on annual fluctuations in 
export possibilities. 


Domestic marketing and the minimal volume of planned capitalist export will 
together make it possible to exploit adequately the fixed assets of the enter- 
prise, and the f.ee capacity above the basic load we will seek to use to meet 
favorable cyclical market demands that cannot be foreseen. 


Trends in Price Changes 


Som problems are encountered by planners attempting to realistically establish 
market demands, but most planning headaches are caused by the numerical planning 








vl cofiples ecofomic indexes like profit of Meane efficiency, for example, 

irom prices though foreign exchange fates to economic fregulatofe we must here 
take inte account many such factors that are very difficult to plan, There= 
fore, we decided to leave out of the plan estimates all such factors where 
future development cannot be deduced from basic technical-development, and 
economic political trends, Thus we do not plan for changes in exchange fates 
and we do net count on such changes in regulatore ae directly modify profite, 
The above two factors we can regard as only “surface” phenomena which as 
effects refleet the changes of deeper economic interconnections, A foreiya 
exchange fate change can be ignored because the unfavorable effect it may have 
on profit can be reduced to the ginimum with rate of exchange insurance, 


Regarding price changes, we count on two lasting trends in our plan, One of 
our assumptions ise that energy prices, and the prices for energy-intensive 
materiale (for example, chemical goods) will be relatively more expensive 

in the Sixth Five-Year Plan period as compared to other materials, The other 
trend that promises to be permanent is that the price index for finished 
products, with reference to the same technical parameters, will rise less 
than the index for materiale and energy sources. This latter trend means, 
for example, that if a product line is produced with the same technology and 
the same cost expenditure as several years before, then the increase in 
material prices will not be recovered in the sale price, or profite will 
deciine. This can be guarded against by the producing enterprises only by 
changing the product line and the production technology (and the related 
pliant and work organization) as well as by modernization. The Sixth Five- 
Year Plan of the Gane Electrical Works was also prepared in this manner, 

and we are counting by product groups on 4 specific material reduction of 

10 to 15 percent. 


The enterprise plan has two variants. In one variant, starting from a lower 
market demand, the annual rate of growth is 4 to 5 percent. In the other var- 
iant, assuming a brisker market demand, the average annual rate of growth is 

? to 8 percent. We regard the two variants ae the lower or upper limit of 

ovr possibility for mobility. Our main task is to assure, even in the planning, 
such a flexibility in enterprise undertaking ae will make it possible to move 
from one variant to another in accordance with the market change. We must 

also count on the fact that there may be further fluctuations both on the 
domestic and export markets. 


Of course, two investment and technical development variants also belong to 
the above-mentioned two marketing variants, but these are closely related 

to each other. By this we mean, for example, that the larger investment 
variant can be developed from the smaller by making further additions 
(machinery and equipment) as, for example, with variable sodern furniture 
where a three-part bureau series can be expanded with a fourth element 

it the needs of the family grow. In both cases, the planned investment 

is intensive, that is, we do not plan to create new production areas through 
construction; whereas machine investments, substantially machine replacements, 
we can adjust to the actual rate of growth by the above-mentioned method. 

By installing high-performance machinery we can reduce the number of work 
places as well. 








hetablishing the Ganpower demand was 4 lard Wut te chaek th Cle 
Altet 4 @anhyrsided study, we afe planiing on a ¢.59 to J pereent annual fre- 
duction if our Budapest factory, and in our provincial factories we are counting 
of Malhtealhifie our present avefage Humber, On the enterprise level the annual 
reduction comee to about 2 to 2,5 pereent, The sources of productivity are: 
technical development (for example, investments installed in the Fifth Five= 
Year Vian), changes in the product structure, and work organization and wage 
Measutes., 


Utganisational Measutes 


The plan will femain a dead letter unless we buttress it with organizational 


steps, Uur enterprise is planning, for example, the following, more important 
haesutes! 


--shortening of the chain of .ommand within the enterprise, that is the de- 
velopment of @ guidance oragnization that adjusts better to the work process, 
is less (ragmented, and is more suitable to the profit incentive; 


--putting internal information on continuous computers in the course of auto- 
matic accounting development, above all in the field of material management 
and production perparation; 


--inetitutional expansion of work methods that promote management, including 
Vaiue analysis; 


--realizgation of a emoother, internal manpower regrouping (from one work shop 
to another, or from one trade to another, a so-called related trade). 


in the coming weeks we shall open the Sixth Five-Year Plan of the Ganz 
Flectrical Werke to debate in the democratic forums of the enterprise. The 
social control of our plane will make it possible to filter out any faults 
and to have the active collaboration of the workers in developing and 
realizing the common goals included in the plan. 
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POLAND 


TEXT OF 1949 TRADE UNION LAW PUBLISHED 

Wareaw DZLENNIK USTAW in Polieh No 41, 15 Jul 49, Item 293 pp 853-854 
[Law dated 1 July 1949 on trade unions) 

[Text) Part I. General Regulations 


Article 1, For the purpose of the statutory securing of the most favor- 
able conditions by the people's authority in Poland for the de.elopment 
of the trade unions with the intention of consolidating the victory and 
achievements of the working class, strengthening people's authority and 
the construction of socialiam in Poland and also for the purpose of 
creating the most suitable conditions for further activity being develop- 
ed by the trade unions in the field of representation and defense of the 
interests of the workers and white-collar employees, concern for the 
systematic and continuous improvement of the material and cultural 
situation in the world of labor, mobilization of the working class to 
carry out the production plans, increasing work productivity and 
developing competition, and permanently raising the national economy to 
a higher level: 


1) the workers and white-collar emplovees are guaranteed the right to 
voluntarily organize in trade unions as well as to most actively 
participate in administering people's authority, 


2) all regulations remaining as a legacy after the capitalist govern- 
ments, which limited the right of the workers and white-collar emplovees 
to voluntarily group themselves in trade unions, which subjected the 
activity of the trade unions to the supervision of administrative 
authorities and also contributed to the breaking up of the trade union 
movement, are abolished, 


Article 2. Workers and white-collar employees who are employed in 
enterprises, offices, and institutions, as well as other persons who 

are working on the basis of a work agreement, an apprenticeship agreement, 
or public authority appointment, have the right to voluntarily organize 
in trade unions. 








Part il, Tasks, Goals and Seope of Activity of the Trade Unions 





Article 3, The statute of the Association of Trade Unions (Zreceszeniec 
‘wiazkow Zawodowveh) in Poland as well as the statutes of the trade 
unions which are entering into the composition of the association, 
deacfibe in detail the taske, goale and scope of activity of the trade 
uiions, The Congress of the Trade Unions in Poland votes on the statute 
of the Association of Trade Unions, 


Part Lil, Righte of the Trade Unions 


Article 4, Paragraph |. The trade unions through their statutorily- 
specified managerial echelons and union organs cooperate with the 
authorities and inetitutions in the field of public administration, the 
national economy, and supervision within the scope and manner prescribed 
by legal regulations, 


Paragraph 2. In the area of the implementation of their statutory tasks, 
the trade unions represent those who are organized as well as those 

who are not organized in all matters which pertain to the general 
interests of the workers. 


Part IV. Organization and Authorities of the Trade Unions 


Article 5. Paragraph 1. The principal representation of the trade union 
movement in Poland is the Association of Trade Unions. 


Paragraph 2. The Association of Trade Unions in Poland is a legal entity. 


Article 6. The highest organe of the Association of the Trade Unions in 
Poland are: 


1) The Congress of Trade Unions 

2) The Central Council of Trade Unions. 

Article /, The procedure and manner of electing delegates to the Congress, 
their oumber as well as the dates for convening the Congress of the Trade 
\nions is described in the statute of the Association of Trade Unions in 
Poland. 


Article 8. The Central Council of Trade Unions is anewerable for its 
activity only to the Congress of the Trade Unions. 


Article 9. Paragraph 1. The Central Council of Trade Unions maintains 
a register of the trade unions. 


Paragraph 2. Each trade union becomes a legal entity at the moment of 
registration. 








Part V. Interim and Final Reguialions 


Article 10, The rights of the Association of Workers’ Trade Unions in 
Poland and the Central Commission of the Trade Unions, ensuing from the 
legal regulations in force, pass respectively to the Association of 
Trade Unions in Poland and the Central Counect)] of Trade Unions. 


Article 11, Rescinded are: 


|) The decree dated 8 February 1919 on the subject of provisional 
regulationse--on workers’ trade unions (Dz. U. R. P. [Legal Gazette of the 
Republic of Poland) No 15, Item 209); 


2) Article 7 and Article 11, paragraph 2, of the Decree of the President 
of the Republic, dated 27 October 1932 on the Law on Associations (Dz. 

U, BR. P. No 94, Item 808), and in Article 9, point c), of that decree, 

the words: "with the exception of the provisions contained in Article 11, 
paragraph 2, and Articles 15, 17 and 19" are deleted, 


Article 12. The Chairman of the Council of Ministers and the Minister of 
Labor and Social Affairs are charged with carry 'ng out of this law. 


Article 13. This law becomes effective on the date of promulgation. 
President of the Republic: 8B. Bierut, 


Chairman of the Council of Ministers: J. Cyrankiewicz, 
Minister of Labor and Social Affairs: K. Rusinek. 


CSO: 2600 END 








END OF 
FICHE 
DATE FILMED 


Latha 72 LE 


AS 











